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The Estimates Documents 


Each year, the government prepares Estimates in support of its request to Parliament for authority to spend public monies. 
This request is formalized through the tabling of appropriation bills in Parliament. 


The Estimates of the Government of Canada are structured in several parts. Beginning with an overview of total government 
spending in Part I, the documents become increasingly more specific. Part II outlines spending according to departments, agencies 
and programs and contains the proposed wording of the conditions governing spending which Parliament will be asked to approve. 


The Report on Plans and Priorities provides additional detail on each department and its programs primarily in terms of more 
strategically oriented planning and results information with a focus on outcomes. 


The Departmental Performance Report provides a focus on results-based accountability by reporting on accomplishments achieved 
against the performance expectations and results commitments as set out in the spring Report on Plans and Priorities. 


The Estimates, along with the Minister of Finance’s Budget, reflect the government’s annual budget planning and resource allocation 
priorities. In combination with the subsequent reporting of financial results in the Public Accounts and of accomplishments achieved 


in Departmental Performance Reports, this material helps Parliament hold the government to account for the allocation and 
management of funds. 


©Minister of Public Works and Government Services Canada — 2004 

This document is available in multiple formats upon request. 

This document is available on the TBS Web site at the following address: www.tbs-sct.gc.ca. 
Available in Canada through your local bookseller or by mail from 

Canadian Government Publishing — PWGSC 

Ottawa, Canada K1A 0S9 


Catalogue No. BT31-4/57-2004 
ISBN 0-660-62662-4 


Treasury Board of Canada Secretariat 
Departmental Performance Reports 2004 


Foreword 


In the spring of 2000, the President of the Treasury Board tabled in Parliament the document 
“Results for Canadians: A Management Framework for the Government of Canada’. This 
document sets a clear agenda for improving and modernising management practices in federal 
departments and agencies. 


Four key management commitments form the basis for this vision of how the Government will 
deliver their services and benefits to Canadians. In this vision, departments and agencies 
recognise that they exist to serve Canadians and that a “citizen focus” shapes all activities, 
programs and services. This vision commits the Government of Canada to manage its business 
by the highest public service values. Responsible spending means spending wisely on the things 
that matter to Canadians. And finally, this vision sets a clear focus on results — the impact and 
effects of programs. 


Departmental performance reports play a key role in the cycle of planning, monitoring, 
evaluating, and reporting results to Parliament and citizens on behalf of ministers. Departments 
and agencies are encouraged to prepare their reports following principles for effective 
performance reporting (provided in the Guide to Preparing the 2004 Departmental Performance 
Report: http://www.tbs-sct.gc.ca/rma/dpr/03-04/guidance/table-of-contents_e.asp). Based on 
these principles, an effective report provides a coherent and balanced picture of performance that 
is brief and to the point. It focuses on outcomes - benefits to Canadians and Canadian society - 
and describes the contribution the organisation has made toward those outcomes. It sets the 
department’s performance in context, associates performance with earlier commitments, explains 
any changes, and discusses risks and challenges faced by the organisation in delivering on these 
commitments. Achievements realised in partnership with other governmental and 
non-governmental organisations are also discussed. Supporting the need for responsible 
spending, it links resources to results. Finally, the report is credible because it substantiates the 
performance information with appropriate methodologies and relevant data. 


In performance reports, departments and agencies strive to respond to the ongoing and evolving 
information needs of parliamentarians and Canadians. The input of parliamentarians and other 
readers can do much to improve these reports over time. The reader is encouraged to assess the 
performance reports of organisations according to the established principles, and provide 
comments to departments and agencies to help them improve in their next planning and reporting 
cycle. 


This report is accessible from the Treasury Board of Canada Secretariat Internet site: 


http://www.tbs-sct.gc.ca/rma/dpr/dpre.asp 


Comments or questions can be directed to: 
Results-based Management Directorate 
Treasury Board of Canada Secretariat 
L’Esplanade Laurier 

Ottawa, Ontario K1A ORS 


OR at: rma-mrr@tbs-sct.gc.ca 
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Section I—Message from the Auditor General 
of Canada 


I am pleased to present the Office’s 2003—04 Performance Report. 


As Auditor General, I serve Parliament by furnishing the independent 
information, advice, and assurance it needs to effectively hold the 
government to account for its stewardship of public funds. Our audits help 
parliamentarians consider such issues as accountability, performance, 
compliance with laws and regulations, and environmental consequences in 
their work. 


My Office provides answers to important questions. Our financial audits 
indicate whether the government is keeping proper accounts and records 
and presenting its financial information fairly. This offers assurance on the 
credibility of government financial reports. 


Sheila Fraser, Auditor General of Conado 
Photo by Michael Bedford 


Our performance audits go beyond the numbers to show whether government programs are being 
managed with due regard to economy, efficiency, and the environment, and with measures in place to 
determine effectiveness. Performance auditing examines management practices, controls, and 
reporting systems with a focus on results, and makes recommendations for improvement. 


Recently, it became apparent that the term we were using for this type of auditing—value-for- 
money—could lead to confusion about our role. It is ultimately Parliament’s job to judge whether 
government programs are delivering value for money; it is our job to assess the performance of 
government in managing those programs. Thus calling what we do “performance auditing” is more 
accurate; it is also more consistent with international usage. 


It would be difficult to present our 2003—04 Performance Report without mentioning the unprecedented 
attention certain audits received. The first one, tabled in September 2003, was our Report on the Office of 
the Privacy Commissioner of Canada, which was done in response to a request from the House of 
Commons Standing Committee on Government Operations and Estimates. The second was our 
government-wide audit of sponsorship, advertising, and public opinion research, which became public 
in February 2004. Both these audits confirmed serious shortcomings and led to significant attention 
from the Standing Committee on Public Accounts and the government. 


This year saw a ground-breaking achievement in government accounting—it was the first time that the 
Government of Canada presented its summary financial statements using full accrual accounting. This 
move, which my Office has been encouraging for some time, required considerable effort on the part 
of many public servants, as well as my auditors. All those involved can be justly proud that they have 
contributed to a more accurate picture of the government’s financial position. 


The Office’s credibility with Parliament and Canadians rests largely on the quality of our work. In 
2003-04, we were involved in three key initiatives to improve our audit practice. 


¢ The first was an international peer review of our performance audit practice. | am proud to say that 
we were the first national audit office in the world to request such a review by a team of our 
international peers. The review concluded that the Office's policies and processes reflect recognized 
standards of professional practice and are implemented effectively to produce independent, 
objective, and reliable information for Parliament. 
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There are always opportunities to do better, however, and the review team made several 
constructive suggestions for improving our performance audit practice that we will be acting on in 
2004-05. One of these was to formulate recommendations that are more specific and action- 
oriented. We have been consulting with our stakeholders to develop new guidance for our auditors, 
which will be complemented by training. Over time, this change should result in more of our 
recommendations being fully implemented by government departments and agencies, which will 
bring us closer to the ultimate outcome we seek—better managed and more accountable 
government. 


The Public Accounts Committee reported to Parliament that the international peer review was an 
“independent and external confirmation of the soundness of the Office's value-for-money 
practice” and that it “provides additional assurances about the integrity of the accountability 
process of the Office of the Auditor General of Canada and adds credibility to its efforts.” 


The second initiative was the final phase of a multi-year project to modernize our financial audit 
practice. Specifically, we introduced a new electronic software package complete with supporting 
audit methodology and guidance, and continued our work on evaluating internal financial control 
systems in selected departments and agencies, as well as Crown corporations and other entities. 
With this new technology, methodology, and training now in place, we are beginning to reap the 
benefits of our investment: more risk-focused audits, more timely recommendations to 
departments and agencies, and ultimately lower audit costs. 


The third initiative was a three-year strategy to strengthen our role in ensuring that the federal 
government's policies and programs consider the environment and foster sustainable development. 
We acquired this role in 1995 with the expansion of our mandate and the establishment of the 
position of Commissioner of the Environment and Sustainable Development within our Office. 
Auditing most areas of the federal government puts us in a good position to ask whether 
departments and agencies are paying attention to their impact on the environment, and to 
recommend necessary improvements. In the future, we intend to be more systematic in our efforts 
and to provide our auditors with better tools to do their work. 


This report confirms that our work makes a difference in the way government operates. 
Parliamentarians indicate that they find our work useful and not only do the organizations we audit 
accept our findings, they also act on our recommendations, as demonstrated by our annual status 
repott. 


Behind all our achievements is an exceptionally competent, professional, and dedicated work force. 
While there is still, and always will be, room for improvement, our latest employee survey indicates 
that our efforts to make the Office a rewarding and respectful place to work are bearing fruit. I’m 
pleased to say that our employees continue to express a high-degree of satisfaction and pride in the 
Office. I would like to thank each and every one of them for their unique contribution to the Office’s 
success over the past year. 


2 


Sheila Fraser, FCA 
Auditor General of Canada 


13 September 2004 
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Management's representation statement of responsibility 


The management of the Office of the Auditor General of Canada is responsible for preparing this 
2003—04 Performance Report. The report was prepared under the direction of the management of the 
Office and in accordance with Treasury Board guidelines on performance reporting to Parliament. 


In meeting its reporting responsibility, management has established and followed policies and 
procedures and systems of internal control designed to provide reasonable assurance of the fairness 
and reliability of performance information. The Office is gradually improving its financial and 
performance information, introducing new measures, and enhancing the data collection for others. 
Plans for this improvement are indicated in the report. However, this is the best information available, 
and management considers it reasonable for the purpose of preparing this performance report. Some 
of the information is based on management’s best estimates and judgments. Limitations on report the 
quality of the data provided are disclosed in the report. 


The Office’s Executive Committee oversees management’s preparation of the performance report and 
approves the final version. The Audit Committee, chaired by an external person, reviews the report 
and provides advice to the Executive Committee on the performance information. 


Aes Bae Nor, eek, 


Sheila Fraser, FCA Mary Clennett, CA 
Auditor General of Canada Comptroller and 
Senior Financial Officer 


Ottawa, Canada 
13 September 2004 
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2003-04 performance highlights 


Performance results 


The following are highlights for our 2003-04 


performance results. For detailed information, see 
Most parliamentarians agree that the Office had 


Section I1J—Reporting on Results on Pee 15. a positive impact on their committee work (percentage) 
e Over half of parliamentarians we surveyed 55% 
consider that the recommendations and 
findings of the Office had a positive impact 
on their committee work. 


We conducted our survey in 2002 and intend 
to survey parliamentarians again in the future. 
We did not conduct a survey in 2003—04 as 
planned due to changes in government 

leadership and the federal election. For details lee ee 
see page 17. 


° We participated in 39 parliamentary 
hearings and briefings. 


Twenty-two of those hearings and briefings 
were with the Standing Committee on Public 
Accounts, while seventeen of them were with 
other standing committees or Senate 
committees. We participated in fewer hearings 
in 2003—04 because the Public Accounts 
Committee spent many weeks reviewing our 
audit of the Sponsorship Program. As a result, 2000-01 2001-02 2002-03 2003-04 
less time was available for our other audits to 
be reviewed. For details see page 18. 


| Hearing and briefings a Parliamentary sitting days 


¢ The Standing Committee on Public 
Accounts endorsed 62 percent of our : 
; J ‘ 5 Recommendations 
recommendations that it reviewed in (percentage) 
2002-03. 76% 


The Public Accounts Committee also 
requested departments to submit action plans 
and progress reports on implementing 
recommendations made in our reports. For 
details see page 21. 


1999-2000 2000-01 2001-02 2002-03 


a Endorsed 
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* Departments and agencies fully 
implemented 45 percent of our 1999 Recommendations fully implemented 


(percentage) 


recommendations. 
45% 45% 


This area continues to be a challenge for the 
Office. In 2002, we modified this performance 
indicator to better measure how departments 
are implementing our recommendations. In 
2004, we will establish a baseline that will 
enable us to set a target. For details see 

page 22. 


° Overall, the majority of organizations we 


audit are satisfied that our audits add value. 
Value contributed 
Chief financial officers and audit committee (percentage) 


chairs found that 75 percent of our annual le 
financial audits were good or very good at 
contributing value to the organization. Deputy 
ministers (or equivalents) found that 

47 percent of our performance audits were 
good or very good at contributing value to 
their organization. Where organizations have 
suggested improvements, we are taking aa Laas one 
corrective action. For details see page 23. ey peor 


ead Annual financial audits 7, Performance audits 


Financial performance 


The following highlights our 2003-04 financial 
performance. For detailed information, see 


Section IV—Financial Performance on page 33. Cost of operations 


Assessments of ; 
Sustainable development 


¢ The net cost of operations for the Office was aac monitoring activities and 
ee hie reports environmental petitions 
$79.4 million; the Office used $71.8 million of ee Bp cialieicaiuotans 
the $74.4 million in parliamentary Co Professional practice 
approptiations approved. Accounting for Povlocmanice : 


audits 


services provided without charge, capital assets, sar ei 
and employee benefits make up the difference 
between the net cost of operations and the use 
of parliamentary appropriations. The Office 
employed 558 full-time equivalent (FTE) 
employees, which represented 96 percent 

of our budget for 580 FTEs. 


Financial audits 


¢ We reported on the results of 32 performance audits; over 100 financial statement audits, including 
that of the Government of Canada and the three territorial governments; 7 special examinations of 
Crown corporations; and 3 assessments of agency performance reports. 
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Section Il—Context 


The Office of the Auditor General encourages well managed and accountable government for 
Canadians. Our work is guided by a strategic plan that outlines our vision and values (Exhibit 1). 


Exhibit 1 — A strategic plan for the Office of the Auditor General of Canada 


Our vision 
An independent audit office serving Parliament and the well-being of Canadians, widely respected for 
the quality and impact of our work. 


. ‘We Promote 
™* Accountable government 
¢ An ethical and effective public service 
¢ Good governance 
¢ Sustainable development 


* The protection of Canada's legacy and heritage 


| We do this by 


“© Conducting independent audits and studies that provide objective information, advice and 
assurance to Parliament, government, and Canadians. 


¢ Working collaboratively with legislative auditors, federal and territorial governments, 
and professional organizations. 


¢ Providing a respectful work place in which our diverse workforce can strive for excellence and 
realize their full career potential. 


Our values 


@ Serving the public interest @ Respectful workplace 
@ Independence and objectivity @ Trust and integrity 
© Commitment to excellence © Leading by example 
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Who we are: An Officer of Parliament 


The Auditor General is an Officer of Parliament. We are independent from the government and report 
directly to Parliament; our relationship with parliamentarians is key to our effectiveness (Exhibit 2). 


Exhibit 2 — The Auditor General’s role as an Officer of Parliament 


000 000 000 


jimi fe 
5 aaa 


Parliament 
authorizes 
government 
spending and 
programs 


Government 
accounts for 
spending 
and 
programs 


The Office 
reports audit results 
to Parliament 


Office of the 


Auditor General 


The Office 
audits government 
operations 


The Auditor General Act, the Financial Administration Act, and other acts and orders-in-council set out 
the duties of the Auditor General. These duties relate to legislative auditing and monitoring of federal 


departments and agencies, Crown corporations, territorial governments, and other entities that include 
international organizations. 


Objectivity and independence. Maintaining our objectivity and independence from the 
organizations we audit is critical. Our independence is assured by a broad legislative mandate, freedom 
from certain government controls, and a 10-year mandate for the Auditor General. 


Additional mechanisms are in place to ensure the independence of the Office: 


The Auditor General’s 10-year term is not renewable. 


The reports of the Auditor General are presented directly to Parliament. 


The Auditor General is accountable to Parliament and not to the government of the day. 


The Auditor General can request from federal and territorial organizations information that is 
needed to carry out the Office’s mandate. 


Funded by Parliament, the Office does not receive fees for its services from the departments, 
agencies, and Crown corporations that it audits. 
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Office of the Auditor General of Canada 


¢ Asa separate employer, the Office appoints its employees, has its own classification standards, 
and performs human resource functions including determining the terms and conditions of 
employment. 


* Auditors ensure their independence by following the Canadian Institute of Chartered Accountants’ 
standards and the Office’s audit standards and practices and Code of Values, Ethics, and 
Professional Conduct. 


The challenge we face with funding. The Office is funded by Parliament, however, we negotiate 
the level of funding with the Treasury Board Secretariat. The existing process is not sufficiently 
independent to ensure that our budget is appropriate to meet Parliament’s expectations. This has not 
yet caused a problem, and we are satisfied that the Office will be adequately resourced in the coming 
yeat. 


The level of funding should be determined in an objective manner. We believe this process should be 
corrected, so there is no possibility of influence, real or perceived. We are discussing alternative 
mechanisms with the Secretariat for determining the Office’s future funding requirements. However, 
these discussions have now been underway for three years and we are concerned with the lack of 


progress. 
What we do: Legislative auditing 


We assist Parliament in its work related to the authorization and oversight of government spending 
and operations. We conduct independent audits and studies that provide objective information, 
advice, and assurance to Parliament, government, and Canadians. With our legislative auditing product 
lines, the Auditor General answers many important questions (Exhibit 3). 


Supporting and promoting accountability is an important part of our work with Parliament. Our audit 
reports are tabled in the House of Commons and provide members of Parliament with objective 
information to help them examine the government’s activities and hold it to account. 


Who we serve 


The Auditor General’s primary relationship is with the House of Commons’ Standing Committee on 
Public Accounts. In turn, much of the work of the Public Accounts Committee draws on the work of 
the Office. The Standing Committee on Environment and Sustainable Development, the Standing 
Senate Committee on National Finance, and other parliamentary committees also rely on our work. 
Committee hearings are an important means to promote awareness and understanding of the issues 
covered in our reports. Hearings also help gain departmental and agency commitment to implement 
our recommendations. 


After the hearings, the committees may report and make recommendations to the government. The 
audited departments and agencies are generally expected to report back on what they have done in 
response to the recommendations. 


In addition, we assist the boards of directors of Crown corporations in fulfilling their governance 
responsibilities through our annual financial statement audits and special examinations. As the 
legislative auditors of the three territories, we work with, government officials and managers of 
territorial corporations to identify issues of mutual concern, improve systems and processes, and 
promote improved public accountability. 
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Exhibit 3 — The Auditor General answers many important questions 


Product lines of legislative auditing’ 


Performance audits and studies of 
departments and agencies, including audits 
on the environment and sustainable 
development 


Audit of the summary financial statements of 
the Government of Canada? 


Financial audits of Crown corporations,“ 
territorial governments”, and other 
organizations 


Special examinations of Crown corporations® 


Sustainable development monitoring activities 
and environmental petitions” 


Assessments of agency performance reports® 


wo nro -—- 


Volume |. 


ae WO > 


Questions 


Are programs well managed? Are they running economically and efficiently, 
and with due regard to their environmental effects? Does the government 
have the means to measure their effectiveness? 


Is the government presenting fairly its overall financial situation? 


Is their financial information presented fairly, and are they complying with 
their legislative authorities? 


Do their systems and practices provide reasonable assurance that assets are 
safeguarded, resources are managed economically and efficiently, and 
operations are carried out effectively? 


Are departments meeting the objectives and implementing the plans set out 
in their sustainable development strategies? Are ministers responding as 
required to environmental petitions? 


Are the agencies presenting their performance information fairly and in a 
reliable way? 


These product lines are explained in more detail in the Auditor General Act (sections 5, 6, 7, and 23) and the Financial Administration Act (Part X). 
These audits are published up to four times a year in the reports of the Auditor General of Canada and the Commissioner of the Environment and Sustainable Development. 


The report and observations of the Auditor General on the summary financial statements of the Government of Canada are published annually in the Public Accounts of Canada, 


These audits are published annually in the statutory reports of these organizations. 
These audits are published annually in the public accounts of the territorial governments of the Yukon and Northwest Territories, and Nunavut. 


Special examinations are a form of performance audit and are required for most Crown corporations, at least once every five years. Their reports are addressed to the board of directors 


of the corporations. The 2004 federal Budget proposes that special examinations, conducted by the Auditor General, be tabled in Parliament and posted on the Web site of each Crown 


corporation. 


—~s 


Environmental petitions are available on the Office of the Auditor General’s Web site. 


8 These assessments are submitted annually to the Canadian Food Inspection Agency, Parks Canada, and the Canada Customs and Revenue Agency and published annually in the 


statutory reports of these organizations. 


Our governance structure 


The Office’s Executive Committee provides overall professional and administrative direction for the 
Office. It sets Office policy and oversees all aspects of management and operations in the Office. It 
comprises the Auditor General, the Deputy Auditor General, the Commissioner of the Environment 
and Sustainable Development, and ten assistant auditors general. 


The Auditor General receives advice from a number of external committees: 


* The Audit Committee provides an oversight role on the quality of audit practices and internal 
controls. The Committee is made up of senior Office auditors and 1s chaired by a retired senior 


executive from the private sector. 
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* The Panel of Senior Advisors is composed of representatives from business, the accounting 
profession, the academic community, and other parties. It provides strategic advice on the work of 


the Office. 


¢ The Panel of Advisors on First Nations’ Issues includes Aboriginal and non-Aboriginal leaders. It 
advises the Auditor General on matters affecting Canada’s First Nations peoples. 


¢ The Independent Advisory Committee, made up of senior accountants and financial consultants, 
advises the Auditor General on the audits of the financial statements of the Government of Canada, 
Crown corporations, territorial governments, and other organizations. The Committee also helps 
the Auditor General monitor developments in the accounting and auditing profession and consider 
their impact on the Office. 


The Commissioner of the Environment and Sustainable Development receives advice from an 
external committee: 


¢ The Panel of Environmental Advisors, made up of representatives from environmental groups, 
industry, former public servants, and the academic community, advises the Commissioner on her 
work and on environmental and sustainable development matters. 


The Office also establishes audit advisory committees for all performance audits and studies and for 
most special examinations. Members are drawn from inside and outside the Office and are selected on 
the basis of their skills, insights, relevant knowledge, and experience. These committees provide advice 
to the audit teams on the objectives and general approach of the audit and on the significant matters 
and findings that are to be reported. 


Further information on the Office’s organization is available on our Web site under About Us. 


How we maintain our accountability 


Who audits the Auditor General? Each year, an external auditor appointed by the Treasury Board 
Secretariat audits the Office’s financial statements. Our financial statements are prepared on a full 
accrual basis of accounting in accordance with generally accepted accounting principles. These 
financial statements are included in this report on page 44. As part of our quality control process, the 
Office is also subject to peer reviews, practice reviews, and internal audits (see “How we assess our 
work,” on page 12). 


Accountability to Parliament. The Auditor General, like government departments, submits annual 
Estimates documents to Parliament. The Public Accounts Committee calls on the Auditor General to 
explain the Estimates documents and to discuss our reports on plans and priorities and performance 
as well as our management practices. 


Accountability for sustainable development. Twenty-five federal government departments and 
agencies are required to prepare sustainable development strategies and to update them at least every 
three years. The most recent strategies cover 2004-06. While the Office is not required to table a 
strategy, we do so voluntarily. Our current strategy was tabled in Parliament in February 2004. 
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How we assess our work 


The Office’s audit work is guided by a rigorous methodology and quality management framework 
intended to provide reasonable assurance that the Office conducts its audits in accordance with 
established standards of professional practice and with due regard to economy, efficiency, 
effectiveness, and the environment. 


Our Strategic Planning and Professional Practices group conducts reviews of the Office’s audit 
operations and management and administration activities to ensure that they conform to standards and 
policies and to identify areas for improvement. 


The Office’s Audit Committee plays an oversight role for our audit practices and internal controls, and 
approves plans for internal audits and practice reviews. The committee met six times in 2003-04 
during which it 


* reviewed the Office’s financial statements, suggested improvements, and recommended their 
approval to the Auditor General; 


* examined the drafts of the Report on Plans and Priorities and the Performance Report, and 
* reviewed all practice review and internal audit findings. 


In 2003-04, the Office published the results of its practice reviews, internal audits, and peer review 
(Exhibit 4). Executive summaries of these reports are available on our Web site. 


Exhibit 4 — Practice reviews, internal audits, and peer review conducted in 2003-04 Completed in 2004 
Practice Review Report Special Examination Product Line — Round Four February 
Practice Review Report Performance Audit Product Line — Audits Reported in 2003 May 
Practice Review Report Annual Audits Completed in Fiscal Year 2003 May 
Internal Audit Report — Security at Regional Offices January 
Internal Audit Report — Travel January 
International Peer Review of the Value for Money (performance audit) Practice of the Office of February 


the Auditor General of Canada 


Practice reviews. We conduct practice reviews of the Office’s product lines, including financial and 
performance audits and special examinations, by assessing them for quality and compliance with 
Office policies and professional standards. The practice reviews assure the Auditor General that the 
Office is carrying out its audit responsibilities and help identify good practices. In 2003-04, we 
conducted three practice reviews on special examinations, performance audits, and annual financial 
audits. 


Internal audits. We audit the Office’s management and administration practices. The audits assure 
the Auditor General that the Office is complying with government and Office policies. They provide 
managers with assessments and recommendations on the activities reviewed. We also prepared a long- 
term internal audit plan for 2004—05 to 2006-07. The executive summary of this long-term internal 
audit plan is available on our Web site. 
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The 2003 international peer review of our performance audit practice. The Auditor General 
asked the international audit community if they would be interested in participating in a review of the 
Office’s performance audit practice. This was the first time that the legislative audit practice of a 
national audit office would be assessed by a team of its international peers. 


The international peer review assessed the extent to which the Office’s performance audit practice 
reflects recognized standards of professional practice, and is operating effectively to produce 
independent, objective, and supportable information that Parliament can rely on to examine the 
government’s performance and hold it to account. 


The review team reported that the Office’s performance audit practice was suitably designed and 
operating effectively to achieve its objectives. 


In March 2004, we presented the international peer review report, together with our action plan to 
address suggestions for improvement to the Public Accounts Committee. The report and our action 
plan are available on our Web site. 


Review of our financial audit practice. The provincial institutes of chartered accountants review the 
professional standards of the Office’s financial audits, and whether our training of chartered 
accounting students meets the requirements for certification. In the last five years, the financial audit 
practices of our regional offices and Ottawa office have been reviewed. The reviews concluded that 
professional standards were being followed in all cases and that the requirements for certification were 
being met. 


What were our unintended impacts? 


We are always watching for any unintended impacts of our work. We try to avoid proposing 
unnecessary, or excessive controls or systems so that management in the organizations we audit can 
focus on priority areas. In some cases, government organizations are undergoing significant changes 
and resource reductions, and implementing our recommendations could require additional resources. 
Any significant findings we raise can create additional pressures on resources or affect employee 
morale. As well, reported cases of mismanagement may have a negative effect on public confidence in 
the government. Finally, organizations may implement excessive controls that go beyond the scope of 
our recommendations. 


We have implemented various techniques, such as conducting surveys of senior management, to 
provide valuable information for identifying and measuring unintended effects. We are currently 
exploring ways of using this tool to assess any unintended effects of our audits. 
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Section IIl—Reporting on Results 


Our strategic outcome and results chain 


The Office uses a results chain to describe its long-term result and strategic outcome (we contribute 
to a well-managed and accountable government for Canadians) and to show how it expects to make a 
difference for Canadians. The results chain links what we deliver (audits, studies, opinions, 
information, and advice) to our long-term result. It also describes the various stakeholders and their 
contributions to improving government operations. We reviewed the results chain in 2003—04 to 
improve its usefulness and clarity (Exhibit 5). 


We have made improvements to our performance measurement and reporting systems in recent years. 
In the next two years, the Office will strengthen its results chain by identifying its medium-term results 
for its largest product lines. By March 2005 we will develop indicators, and by March 2006 we will 
establish a baseline and, where appropriate, set targets. 


Performance results 
Our strategic plan describes what we do and how we do it. 


¢ We conduct independent audits and studies that provide objective information, advice, and 
assurance to Parliament, government, and Canadians. 


¢ We work collaboratively with legislative auditors, federal and territorial governments, and 
professional organizations. 


° We provide a respectful work place in which our diverse workforce can strive for excellence 
and realize their full career potential. 


We conduct independent audits and studies that provide objective 
information, advice, and assurance to Parliament, government, 
and Canadians. 


Reporting to Parliament 


We assist Parliament in its work related to the authorization and oversight of government spending 
and operations. Our work covers financial and performance reporting, accountability, and compliance 
with governing authorities. 


We maintain good working relationships with parliamentarians; we ensure that they are aware of our 
audit findings and that our reports are useful to them. For example, we inform parliamentary 
committees of audits that are relevant to their mandates, and we attend many hearings to better inform 
parliamentarians of our audits. 
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Exhibit 5 — Results chain 


Our resources (inputs) Net cost of program: $79.4 million, 558 full-time equivalent employees 


What we do Conduct Conduct Conduct audit Conduct Conduct Conduct Testify at 
performance financial audits of the sustainable special assessments parliamentary 
audits and of Crown summary development examinations of agency hearings 
studies corporations, financial monitoring of Crown performance 
territorial statements activities and corporations reports 
governments, of the environmental 
and other Government petitions 
organizations of Canada 


(activities) 


What we deliver (outputs) Audits, reports, studies, opinions, information, and advice 


Our short-term results 


Our work is useful to Parliament and federal and territorial organizations 
(immediate outcomes) 


Audits provide parliamentarians, senior management, and boards of directors 
with confidence in financial and non-financial information and in the controls 
of the systems that produce the information 


Organizations we audit accept our findings and recommendations 


Support for our role and work is maintained 


territorial organizations Management, audit committees, and boards of directors understand audit 
are engaged in the audit process reports and follow up on issues we report 


The media are informed 


Parliament and federal and | Parliamentary committees engage in hearings or briefings on issues we report 
The media appropriately reflect our messages 


Parliament is better informed 


Parliamentarians are knowledgeable about our messages 


Our medium-term results 
(intermediate outcomes) Parliament 


* Considers issues of accountability, performance, compliance with 
Parliament holds government to account authorities, and environmental and sustainable development in its legislative 
and oversight work 


* Reflects our messages in its debates 
¢ Endorses our recommendations through its committees 


Government 

* Implements appropriate governance and accountability regimes 

* Improves the relevance, accuracy, reliability, and timeliness of financial and 
Our work is relevant to federal and territorial non-financial information to Parliament 


organizations, departments, agencies, 


: Organizations we audit 
and Crown corporations 


* Implement our recommendations and use best practices 

* Meet the commitments made in their sustainable development strategies 
* Comply with authorities and adhere to financial reporting standards 

¢ Minimize unintended impacts 


The public is well informed Public debates use our messages 


Our long-term result (end outcome) : : . 
* An ethical public service 


We contribute to a well- * Public confidence in government institutions 
managed and accountable government + Programs that foster sustainable development 
for Canadians * Effective, efficient, and economical programs 
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Useful to Parliament 


In 2002, we surveyed members of Parliament on their perception of our Office, our credibility, our 
performance, and on issues they would like the Auditor General to address in the coming years. The 
results highlighted the relevance and usefulness of our work and areas for improvement. For more 
information see endnote 1 on page 60. 


We did not conduct a survey in 2003-04 due to changes in government leadership and the federal 
election. We intend to survey parliamentarians in the future. 


Our short-term result 
Our work is useful to Parliament. 


What we achieved 


° Fifty-five percent of parliamentarians in 2002 consider that the recommendations and findings of the Office had a 
positive impact on their committee work. 


° Ninety-four percent of the Standing Committee on Public Accounts and seventy-four percent of parliamentarians in 2002 
agreed that the Auditor General's appearance at committee meetings is helpful. 


¢ One hundred percent of the Standing Committee on Public Accounts indicated that the Office added value to their 
decisions. 


In 2002, 55 percent of parliamentarians agreed that the recommendations and findings of the Office 
had a positive impact on their overall committee work (Exhibit 6). 


Exhibit 6 — Most parliamentarians agree that the Office 
had a positive impact on their committee work (percentage) 


55% 


Strongly agree Neutral Disagree and Do not know 
and Agree Strongly disagree 


Our short-term result 


Audits provide parliamentarians with confidence in financial and non-financial information and in the controls of the systems 


that produce the information. 


What we achieved 


Seventy-six percent of the Standing Committee on Public Accounts and fifty-four percent of parliamentarians in 2002 
indicated that they were knowledgeable about the findings and recommendations of the Office. 


Section III—Reporting on Results Office of the Auditor General of Canada = 17 


Senators and members of Parliament (in particular members of the Standing Committee on Public 
Accounts) have told us that they want a more thorough follow-up of departments’ progress in 
implementing our recommendations on key issues. As a result, we are no longer reporting on previous 
recommendations two years after the original audit. In following up on our recommendations, we now 
focus on issues that are most significant—specifically, recommendations that are systemic, timely, 
relevant, higher risk, and are of interest to parliamentarians. We are hoping that this new approach to 
our follow-up work will result in increased value to parliamentarians’ oversight role and 
responsibilities. Since 2002, we have published two status reports which follow-up on our previous 
recommendations and are available on our Web site under Reports to Parliament. 


Engaging Parliament 


Our short-term results 
Parliamentary committees engage in hearings or briefings on issues we report. 
What we achieved 


¢ We panicipated in 39 parliamentary committee hearings and briefings, 22 with the Standing Committee on Public 
Accounts. 


¢ Parliamentary committees reviewed 45 percent of our 2003-04 performance audits. 


Parliamentarians are interested in our performance reports findings. In 2003-04, the Office 
participated in 39 parliamentary hearings and briefings. Over half of those hearings and briefings were 
with the Standing Committee on Public Accounts, while 17 of them were with other standing 
committees or Senate committees. We participated in fewer hearings in 2003-04 because the Public 
Accounts Committee spent many weeks reviewing our audit of the Sponsorship Program. As a result, 
less time was available for our other audit reports to be reviewed by parliamentary committees 


(Exhibit 7). 


Exhibit 7 — Our participation in hearings and briefings 
of parliamentary committees 
125 S 127 


2000-01 2001-02 2002-03 2003-04 


ie Hearings and briefings (a Parliamentary sitting days 


We appeared before the Public Accounts Committee to discuss our 2003-04 Report on Plans and 
Prionties, the international peer review of our performance audit practice, and to assist members during 
their review of the Estimates documents. We attended six parliamentary hearings and briefings on 
environmental issues including five audits by the Commissioner of the Environment and Sustainable 
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Development. For the first time, parliamentary committees discussed our audits on environmental 
petitions and sustainable development strategies. 


In 2003-04, forty-five percent of our performance audits were reviewed by parliamentary committees 
(Exhibit 8). To calculate this percentage, we consider all parliamentary hearings held on one audit as 
one hearing (see endnote 2 on page 60). Compared to 2002-03, committees reviewed two more audits 
from our 2003—04 reports—a slight increase over the previous year. 


Exhibit 8 — Our performance audits reviewed 
by parliamentary committees 


2001-01 2001-02 2002-03 2003-04 


B Annual published udits with hearings 


Contributing to legislative and oversight work. 


Our medium-term result 


* Parliamentarians consider issues of accountability, performance, compliance with authorities, and environmental and 
sustainable development in its legislative and oversight work. 


What we achieved 


¢ We provided reports and advice that contributed to the legislative and oversight work of Parliament. 


Here are five examples from 2003-04 that illustrate how our work contributes to the legislation and 
oversight work of Parliament. 


1. The Office of the Privacy Commissioner, September 2003 Report of the Auditor General 


In spring 2003, the Standing Committee on Government Operations and Estimates held hearings 
on irregularities in the administration of the Office of the Privacy Commissioner. The Committee 
asked the Auditor General to audit the management practices of the Office of the Privacy 
Commissioner. Our audit found a major breakdown of controls over financial management, 
human resources management, contracting, and travel and hospitality expenditures. 


Following our report, the Public Accounts Committee held three hearings to better understand 
how some senior managers failed to discharge their obligations. Consequently, the Office of the 
Privacy Commissioner and the Treasury Board Secretariat developed detailed action plans to 
implement corrective measures. In 2004, the Secretariat and the Office of the Privacy 
Commissioner presented joint reports in Parliament that outlined the progress they had made. 
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2. The Sponsorship Program, Advertising Activities, Management of Public Opinion 
Research, November 2003 Report of the Auditor General (chapters 3, 4, and 5) 


Our government-wide audit highlighted several significant and serious issues. We found that 


¢ The government ran the Sponsorship Program in a way that showed little regard for 
Parliament, the Financial Administration Act, contracting rules and regulations, transparency, 
and value for money. 


¢ The Communications Coordination Services Branch of Public Works and Government 
Services Canada failed to allow suppliers equitable access to government business and obtain 
best value in selecting advertising agencies. Most agencies were selected in a manner that did 
not meet the requirements of the government’s contracting policy. In some cases, we could 
find no evidence that a selection process was conducted at all. 


¢ We also found that overall, public opinion research was managed transparently, with roles and 
responsibilities clearly defined. 


The government has called for a commission of inquiry, appointed a special counsel to recover 
funds, and launched several reviews. The Standing Committee on Public Accounts held several 
hearings in an effort to obtain answers to some key questions. The government has since made 
significant changes to the sponsorship, advertising, and public opinion research programs. 


3. Managing the Safety and Accessibility of Pesticides, 2003 Report of the Commissioner of 
the Environment and Sustainable Development (Chapter 1) 


We examined the Pest Management Regulatory Agency of Health Canada and found deficiencies 
in how they evaluate new and old pesticides and in monitoring and compliance. The federal 
government cannot guarantee that the pesticides used everyday meet the current standards for 
protecting the health of Canadians and the quality of the environment. 


The Standing Committee on Environment and Sustainable Development asked the Agency to 
provide work plans and an annual status report on key issues such as re-evaluating old pesticides. 
One committee member stated that the Office enabled the committee to apply “the due diligence 
that the public expects us to give to something as important as the whole issue of pesticides.” The 
Standing Committee on Agriculture and Agri-Food also asked the Agency to provide biannual 
progress reports and asked the Commissioner of the Environment and Sustainable Development 
to help them review the reports. 


4. Modernization of Human Resources Management, April 2000 Report of the Auditor 
General (Chapter 9); Recruiting for Canada’s Future Public Service, December 2001 
Report of the Auditor General (chapters 2 and 3) 


In February 2003, the government introduced the Public Service Modernization Act to update human 
resource management. The Standing Committee on Government Operations and the Senate 
National Finance Committee extensively reviewed the legislation. We attended these hearings and 
noted that the legislation was an improvement over the existing system and would improve 
human resource management. The Act received Royal Assent in November 2003. 


This Act was developed, in part, due to our work in this area and we are committed to reporting 
to Parliament on the progress made in implementing the legislation. 


20 Section III—Reporting on Results Office of the Auditor General of Canada 


In April 2000, we published a study on the roles and responsibilities for human resource 
management in the federal public service. We saw the need to modernize systems and practices. 
In 2001, the Public Accounts Committee held several hearings and recommended legislative 
changes and streamlining staffing. The government established a task force to look at 
modernizing human resources management. In December 2001, we published two chapters on 
recruitment that outlined principles for a new staffing regime and made recommendations for 
needed changes to current practices. The Public Accounts Committee held hearings on these 
chapters and supported our recommendations. 


5. Review of the Estimates process 


In March 2003 we published Parhamentary Committee Review of the Estimates Documents, which 
provides guidance to committees on reviewing expenditure plans and performance reports. In 
2003-04, on four occasions, we helped committees prepare for hearings by discussing how to 
best review the Estimates. We have received a positive reaction from parliamentarians on the 
guidance we provide to committees. 


Endorsement of our recommendations by Parliament 


Our medium-term result 
Parliament endorses our recommendations through its committees. 
What we achieved 


In its reports, the Standing Committee on Public Accounts endorsed 62 percent of our recommendations that it reviewed in 


2002-03. 


In 2002-03, the Public Accounts Committee endorsed 62 percent of our recommendations, a result that 
is consistent with the previous year. Committee reports from hearings, in many cases, are issued the 
following fiscal year; therefore, we are reporting on recommendations from our 2002-03 performance 
audits (Exhibit 9). To determine the percentage, we calculate the number of audit recommendations 
reviewed by the Public Accounts Committee and those endorsed in its reports (see endnote 3 on 


page 60). 


Exhibit 9 — Our recommendations endorsed by 
the Standing Committee on Public Accounts (percentage) 
76% 


1999-2000 2000-01 2001-02 2002-03 
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The Public Accounts Committee often requests departments to submit action plans and progress 
reports on implementing the recommendations made in our reports. We believe that this also 
represents a strong endorsement of our work. 


How well our recommendations are implemented 


Our medium-term result 
Organizations we audit implement our recommendations. 
What we achieved 


Departments and agencies fully implemented 45 percent of our 1999 recommendations. 


By the end of 2003, 45 percent of our 1999 recommendations were fully implemented and 16 percent 
had been substantially implemented (Exhibit 10). We measured our impact on government 
accountability, operations, and services by the percentage of recommendations that have been 
implemented after a four-year period. In 2002, we modified this indicator to better measure how 
departments are implementing our recommendations. In 2004, we will establish a baseline that will 
enable us to set a target (see endnote 4 on page 60). 


Departments and agencies are ultimately responsible for taking corrective action and improving 
management practices. We encourage them to implement our recommendations and we monitor their 
performance in doing so. 


Exhibit 10 — Our recommendations that are 
fully implemented (percentage) 


45% 


The percentage of recommendations fully implemented in 2003 is identical to that in 2002. The 
international peer review of our performance audit practice noted that the Office could improve its 
practices by ensuring that recommendations were more specific and action-oriented. We have an 
action plan to address this area and are working to increase the percentage of recommendations fully 
implemented. Our action plan includes a new approach to developing and drafting recommendations. 
We are also encouraged by a recent survey of the organizations we audit; the majority said that they 
intend to implement our audit recommendations. 
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Progress toward sustainable development 


Our medium-term result 
Organizations we audit meet the commitments made in their sustainable development strategies. 


What we achieved 


We reported on the extent to which departments are meeting the commitments they made in their sustainable development 
strategies. 


Twenty-five departments and agencies are required to prepare sustainable development strategies and 
update them every three years. We published Sustainable Development Strategies—Making a Difference, 
which sets out our expectations for the third-round of strategies. The Environment and Sustainable 
Development Coordinating Committee endorsed the expectations and encouraged all departments to 
meet them when preparing their strategies. These strategies were tabled in Parliament in 


February 2004. 


In the Commissioner’s 2003 Report, Chapter 3, Sustainable Development Strategies: Case Studies, we 
examined the extent to which four departments were meeting some of the commitments they made in 
their strategies. The audit found that more leadership and effort is required to support sustainable 
development in Canada. As part of a parliamentary hearing on this chapter, the Standing Committee 
on Environment and Sustainable Development questioned Human Resources Development Canada 
on its progress in implementing its strategy, including researching how the Kyoto Accord will affect 
the labour market and the promotion of “green” employment in Canada. 


Perceptions of our performance from the organizations we audit 


Our short-term result 
Our work is useful to federal and territorial organizations. 
What we achieved 


¢ Seventy-seven percent of chief financial officers and audit committee chairs found that our communication during the 
annual financial audit process was good or very good. 


* Seventy percent of deputy ministers (or equivalents) found that our communication during the performance audit process 
was good or very good. 


© Chief financial officers and audit committee chairs found that 75 percent of our annual financial audits were good or 
very good at contributing value to the organization. 


* Deputy ministers (or equivalents) found that 47 percent of performance audits were good or very good at contributing 
value to the organization. 


In 2003, the annual performance assessment surveys we send to organizations were redesigned and 
their scope was expanded to apply to all audit products. We will use the results from the 2003 surveys 
as a baseline measure to track trends in our performance. In addition to quantitative data, the surveys 
provided qualitative data to help audit teams improve their work (see endnote 5 on page 60). 
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It is clear from exhibits 11 and 12 that performance audits did not score as well as the annual financial 
audits. These are baseline measures; we will conduct a survey every two years for financial audits and 
every year for performance audits. Overall the majority of organizations we audit are satisfied with our 
performance. Where our organizations have suggested improvements, we are taking corrective action. 


Exhibit 1] — How effective our communication 
is throughout the audit process (percentage) 


62% 


21% 21% 


Poor and very poor Adequate Very good 


BS Annual financial audits Performance audits 


Exhibit 12 — The value our audits contribute 


to organizations (percentage) 
42% 


Poor and Adequate Very good 
very poor 


Annual financial audits Performance audits 


We are also continuing to collect data on our performance in conducting special examinations of 
Crown corporations and in auditing the government’s summary financial statements. This will enable 
us to measure our performance over time and establish performance targets. 


Our short-term result 
Organizations we audit accept our findings and recommendations. 
What we achieved 


Seventy-eight percent of organizations we audit intend to act on our recommendations for improvements. 
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The majority of organizations we audit plan to act on our recommendations for improvement 
(Exhibit 13). This was also confirmed in our May 2003 Status Report; the Auditor General concluded 
that the Office was satisfied with the progress made in four of the six follow-up audits. 


Exhibit 13 — Organizations that plan to act on 
recommendations for improvement (percentage) 


No Possibly Probably Yes 


| Annual financial audits 4, Performance audits 


Communicating our message to the media and public 


Our analysis of coverage in 2003-04 indicates that our messages were well understood by the media, 
and, with a few exceptions, were reported accurately. Messages contained in the Auditor General’s five 
reports and in the Report of the Commissioner of the Environment and Sustainable Development 
were communicated to the media clearly and effectively. 


Media coverage tends to stimulate interest in our work on the part of Canadians. This was especially 
apparent after the tabling of the November Report, which generated an unusually large number of 
inquiries from the public. In 2003-04, the Office received approximately 2,077 inquiries from the 
public, including over 330 for the Commissioner of the Environment and Sustainable Development, 
which is significantly higher than previous years. 


To better inform Canadians about the role and work of the Office, many staff members, including the 
Auditor General and the Commissioner of the Environment and Sustainable Development, made 
presentations across the country. In 2003-04 the Auditor General delivered 29 speeches, the 
Commissioner gave 16, and the assistant auditors general gave 6. In total, these speeches reached some 
8,000 Canadians directly. Speaking engagements provide the Office with an opportunity to strengthen 
our relationships with our stakeholders and link our specific findings to broad, general themes such as 
accountability and the management of financial information. 
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We work collaboratively with legislative auditors, governments, and 
professional organizations. 


Territorial governments 


We work collaboratively with territorial governments on a wide range of issues and initiatives to 
improve accountability and public sector management. In the Yukon, the Northwest Territories, and 
Nunavut we work with government officials and territorial corporations’ managers on issues of mutual 
concern, improvements to systems and processes, and improvements to public accountability. Our 
reports to northern legislative assemblies are available on our Web site. 


Legislative auditors and professional organizations 


Our employees participate in many professional organizations that contribute to the improvement of 
legislative auditing such as the Canadian Evaluation Society, the Institute of Public Administration of 
Canada, the Canadian Institute of Chartered Accountants, the CCAF-FCVI Inc., the Financial 
Management Institute, and the Institute of Internal Auditors. We are also involved with the Panel of 
External Auditors of the United Nations. 


As a member of international organizations, we engage in efforts to strengthen legislative auditing and 
its institutions around the world. We are also committed to helping our Office strengthen its legislative 
audit practice through our relations with other audit institutions and international organizations 
involved in public sector accounting, auditing, and accountability activities. Key players in establishing 
these international standards include organizations like the International Federation of Accountants 
and the International Organization of Supreme Audit Institutions INTOSAD). 


INTOSAI. The Office plays an active role in INTOSAI. The Auditor General is the chair of 
INTOSAI's Working Group on Environmental Auditing (WGEA) and the Commissioner of the 
Environment and Sustainable Development is the associate chair. Together, they provide leadership 
to the working group. The working group assists 185 audit institutions to better understand 
environmental auditing and encourages them to use their audit mandates for environmental protection 
and sustainable development. 


In 2004, the WGEA redesigned its Web site and prepared, in conjunction with the INTOSAI 
Development Initiative, a training course on environmental auditing. This course was piloted in Asia 
and Africa. The WGEA also produced two papers, Auditing Water Issues: Experience of Supreme Audit 
Institutions and Towards Auditing Waste Management. 


The Auditor General also chairs the sub-committee on Supreme Audit Institutions (SAI) 
independence of INTOSAPs Auditing Standards Committee. Over the last few years, the sub- 
committee has been developing provisions to illustrate how the eight core principles of SAI 
independence might be applied. In 2003, the sub-committee surveyed SAIs to measure whether they 
are able to adhere to the core principles of independence. They also benchmarked guidance from 
INTOSAI's Code of Ethics and Auditing Standards on independence with the principles on 
independence from the International Federation of Accountants. In April 2004, the Auditor General 
presented this work at a United Nations and INTOSAI seminar on SAI independence in Vienna. 
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Over the past few years, we have assisted the Russian Accounts Chamber, the Supreme Audit 
Institutions (SAI) of Russia, develop a performance audit capability. We are also participating in a 
project to strengthen the auditing capacity of francophone countries from the African Organization 
of Supreme Audit Institutions. We recently adopted a strategic framework and three-year strategy for 
doing international work. 


CCOLA. The Office is a member of the Canadian Council of Legislative Auditors (CCOLA), which 
comprises the ten provincial legislative auditors; the Auditor General of Canada; and an associate 
member, the Auditor General of Bermuda. We participate on seven committees and working groups 


Of CEG EA: 
With our provincial counterparts, we are planning two collaborative audits in the health sector: 


° The first audit looks at the health performance indicator reports that will be published by the 
federal, provincial, and territorial governments in November 2004. 


* The second audit looks at government-sponsored drug benefits programs at the federal level and 
in seven provinces, which will be reported in the coming year. 


We are also working with the auditors general of New Brunswick and British Columbia on an audit on 
salmon stocks, their habitat, and salmon aquaculture that will be reported in October 2004. All three 
auditors general will issue separate reports on their findings. 


The Fellowship Program 


Over the next three years, the Office will work with the CCAF-FCVI Inc. and the Canadian 
International Development Agency (CIDA) to further improve the Fellowship Program. The CCAF’s 
International Audit Office Assistance Program (Fellowship Program) was established in 1980 to help 
strengthen performance auditing in national audit offices. Funded by CIDA, the program brings 
auditors from selected national audit offices to Canada for nine months of training in performance 
auditing, accountability, good management, and governance. Training is provided by our Office and 
the Bureau du vérificateur général du Québec. The Program has graduated over 140 fellows from 
49 developing countries. 
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We provide a respectful work place in which our diverse workforce 
can strive for excellence and realize their full career potential, 
while operating effectively. 


The Office employs professionals 


As an organization that audits most government activities, we need employees with post-graduate 
expertise in many fields—accounting, statistics, economics, engineering, law, social and environmental 
sciences, public administration, human resources, and information technology. These employees 
represent 70 percent of staff located in offices in Ottawa, Vancouver, Edmonton, Montréal, and 
Halifax. In addition, our audit support staff specialize in information technology, human resources, 
knowledge management, communications, finance, and administration. One of the highest risks for 
the Office is not having enough employees with the required competencies to carry out our mandate. 


Employee satisfaction 


Increasing employee satisfaction by improving the workplace and increasing delegation to all 
employees is a priority for the Office. In 2003—04 our turnover rate for audit professionals was 

10 percent, as compared to 15 percent in 2002-03 and 17 percent in 2001-02. In 2004, we conducted 
a survey to measure how we were doing. We found the following: 


* Our employees have a very high level of employee satisfaction. Staff satisfaction is based on the 
Office's ability to provide meaningful work and job challenge, tangible rewards, and good feedback 
to employees. 


* Delegation has improved to all employees at all levels of the organization. 

* Seventy percent of staff stated that the Office is one of the best organizations to work. 

* Seventy percent of staff felt that the Office provided them with opportunities to learn new things. 
* Eighty-eight percent of staff are proud to work for the Office. 


* Promotional opportunities continue to be a concern. While progress has been made, we are 
continuing to explore ways to address this issue. 


The survey results will be analyzed by an employee committee during the summer of 2004. 
(See endnote 6 on page 60). 


Employment equity 


In 2003-04, the Office revised its Code of Values, Ethics, and Professional Conduct which provides 
guidance for conflict of interest matters, post employment measures, and resolving disputes. Our code 
follows Treasury Board’s Values and Ethics Code for the Public Service. 


The Canadian Human Rights Commission audited our Office this year and found us in compliance 
with all 12 areas that they measure. In addition, we launched our policies on employment equity and 
workplace accommodation. 
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Official languages 


For internal use and, keeping in mind our commitments, we are monitoring the second language 
proficiency of our management categories. Forty-two percent of our assistant auditors general and 
principals have met or exceeded the language requirements we established recently with our Official 
Languages Policy. Sixty percent of our directors have met or exceeded the language requirements 
(see endnote 7 on page 60). 


We spent approximately $450,000 on language training in 2003—04 as compared to $275,000 in 
2002-03. These expenditures included immersion language training for management, evening classes 
for staff, in-house teachers on contract, language training software, and newspapers. These 
expenditures do not include the salary costs of staff attending training. 


Our goal is to have all of our assistant auditors general and principals and 70 percent of our directors 
meet or exceed our language requirements by March 2007. 


Operating effectively 


In 2003-04 we improved the way we allocate and reallocate our resources. This has resulted in better 
planned and managed audits, and improved the effectiveness and impact of our work. However, we 
still have more to do in this area. 


Knowledge management. The Office continues to make progress in initiatives that enhance 
knowledge management. For example, we expect that our staff can access the knowledge and tools 
they need to do their work, as quickly as possible. Our Intranet has become a tool of preference that 
delivers methodology, research resources and tools, and information about the organizations we audit. 


Our Knowledge Centre (library and records) supports the Office’s research needs. It responds to over 
3,000 research requests and manages over 19,000 books, journals, and electronic resources. The centre 
has started handling and archiving electronic records. 


In 2003, the Knowledge Management Group assumed responsibility for implementing the 
Management of Government Information (MGI) Policy and managing the content of our Web and 
Intranet sites. We have redesigned our Web site to incorporate the government’s common look and 
feel standards, and will phase in the MGI policy over a three-year period. 


Several government departments, legislative audit offices, and professional organizations are interested 
in our knowledge management work, and we have shared our experiences with presentations. 
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Sustainable development strategy. Since 1997, 


the Office has voluntarily produced a sustainable Exhibit 14 — Our performance measures from our 
strategy and what we have achieved (percentage) 


development strategy. Our 200406 strategy 

ensures that the environmental consequences of 
the federal government's activities are considered 
as we plan, conduct, and report on our audit work. 
While the focus of our strategy has not changed, 
we plan to provide our auditors with better tools 


52% 


to do their work. ao 
2000-01 2001-02 2002-03 2003-04 


Exhibit 14 lists the performance measures from ME Pa terrance cone me Lidia 
? and special examinations that documents that found 
our Strategy and what we have achieved. The two integrated environment and environmental and sustainable 
S é tainable devel t i devel t i t 
measures are not directly linked; one looks at ee rode tut palin igae tag 


audits reported in one fiscal year and the other 
looks at planning documents. In our 2004—06 
strategy, we use a more structured approach to 
considering environmental risks and have 
modified our indicators and measures 
accordingly. Further information on our strategy 
can be found on our Web site. 


Coordinating the environmental petitions 
process. In 2003-04, the Commissioner received » Exhibit 15 — Petitions received by the Commissioner 
39 environmental petitions (Exhibit 15). The 
petitions process allows Canadians to voice their 
concerns about environmental issues to federal 
ministers and departments, and to obtain a 
response. The issues covered by petitions 
expanded to include endangered species, 
contaminated federal land and harbours 
(including former military training sites), 
environment and trade, the effects of genetically- 
engineered crops on soil, radioactive waste, se gene 2001-02 2002-03 2003-04 


invasive species, nuclear liability, and the 
transboundary movement of hazardous waste. 


We audited four departmental petition responses to see whether departments were meeting the 
commitments made to petitioners. Our audit also raised broader issues for parliamentarians to 
consider. The issue of Trichloroethylene Regulations and water quality guidelines was the first time 
that a petition was discussed in a parliamentary hearing. During the Standing Committee on the 
Environment and Sustainable Development hearing, the Minister of Health was asked to respond to 
reasons for extensive delays in revising drinking water guidelines that involve toxic substances such as 
trichloroethylene. The Standing Senate Committee on Fisheries and Oceans, in its November 2003 
Interim Report, described how environmental and fish habitat concerns can be brought to the fore by 
the environmental petitions process. It also noted that Fisheries and Oceans Canada continues to be 
one of the most petitioned departments. 
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Comptrollership. As part of our ongoing commitment to the government’s comptrollership 
initiative, we conducted a comptrollership capacity assessment in 2003-04. The results of the capacity 
assessment and action plan are available on our Web site. 


This assessment helped us identify areas where we can improve our comptrollership and management 
practices. The capacity assessment confirmed that the Office 


* has a culture that supports effective financial management and control; 
* over time, has developed a robust quality management regime; and 
* encourages continual improvement and external review of its practices and processes. 


The Office has developed a three-year action plan to address opportunities for improvements 
identified in the assessment. In 2003 the Treasury Board Secretariat introduced the Management 
Accountability Framework. The Framework is intended to bring together the principal elements of 
modern comptrollership, human resources modernization, service improvement, and government on- 
line. As we adapt our management systems and practices, we will take the framework into 
consideration. 


Risk management. As part of our comptrollership initiative, we are integrating effective risk 
management into the Office’s planning process. Numerous elements of effective risk management are 
in place; however, these elements need to be managed in a systematic and comprehensive manner. 


The Office is improving its integrated risk management practices by aligning existing systems and 
practices for identifying, assessing, and reporting risks. This year we reviewed our corporate risk 
profile, formalized a framework, approved a risk management policy, and assessed identified risks. By 
March 2005, we will have established risk tolerances and implemented communication, training, and 
reporting plans. 
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Section IV—Financial Performance 


Parliamentary appropriations used 


In 2003-04, the Office used $71.8 million of the $74.4 million in parliamentary appropriations 
approved. The $74.4 million comprised of $66.5 million in Main Estimates and a further $7.9 million 
in Supplementary Estimates and adjustments and transfers. Of the $7.9 million: 


¢ $3.5 million was for work resulting from changes made to our statutory audit responsibilities, 
financial audits, travel, and communication costs directly related to our audits and administrative 
costs. 


¢ $0.5 million was for the space renewal project of our Ottawa office. 


* $3.9 million in Supplementary Estimates, adjustments, and transfers were more routine in nature, 
including carry-forward funding and salary adjustments. 


The Office lapsed $2.6 million in 2003-04. We received new funding half-way through the year and 
were not able to staff new positions as quickly as we would have liked. As a result, we had to delay 
planned work on performance audits; assessments of controls in government as part of our audit of 
the financial statements of the Government of Canada; and investing in our training and audit 
methodology. 


Like other government departments and agencies, subject to parliamentary approval, the Office may 
carry forward up to five percent of its operating budget (based on Main Estimates program 
expenditures) into the next fiscal year. The actual carry forward amount is based on lapsed funds and 
parental and severance benefits incurred in the year. For 2003-04, the Office has requested that it be 
allowed to carry forward the maximum carry forward amount—$2.9 million. 


Full-time equivalents used 


The Office used 558 full-time equivalent (FTE) employees in 2003—04, which represented 96 percent 
of our budget for 580 FTEs. This is a decrease in FTEs of 7 from last year. In 2002-03, we used 565 
FTEs, representing 99 percent of our budget for 570 FTEs. The increase in budgeted FTEs is a result 
of new funding received in 2003—04 to meet core operational requirements. 


As at 31 March 2004, the Office had 586 employees. The employment of students, part-time work, 
and employee turnover explain the difference between the number of employees and the number of 
FTEs used over the year. 


Cost of operations 


In 2003-04, the net cost of operations for the Office was $79.4 million, as reported in our audited 
financial statements on page 47. This is an increase of $1.1 million from 2002-03, largely due to 
increased costs for employee salary and benefits of about $2.3 million, offset by savings due to seven 
fewer FTEs and lower overtime. 


The largest increase in costs was for the annual financial audits of Crown corporations, territorial 
governments, and other organizations ($1.8 million). The costs of performance audits had the second 
largest increase ($1.2 million), followed by special examinations of Crown corporations ($0.5 million). 
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Our professional practice costs ($1.4 million) had the largest decrease, followed by the audit of the 
summary financial statements of the Government of Canada ($1.3 million). 


Also of importance is the comparison of planned spending to actual costs. The preparation of our 
2003—04 Report on Plans and Priorities was based on planned spending of $74.3 million. After preparing 
the report, we received parliamentary approval for additional spending and updated our budget to 
reflect planned spending of $80.0 million. The revised planned spending 1s included in our 2004-05 
Report on Plans and Priorities. Budget variances provided in this section are based on revised planned 


spending. 


The Office charges all direct salary, professional service, travel and other costs associated with the 
delivery of individual audits and professional practice projects directly to them. All other expenses, 
including services provided without charge, are treated as overhead and allocated to audits and 
professional practice projects based on the direct hours charged to them. 


The 2003-04 international peer review of our performance audit practice recommended that we 
review the cost of individual audits with more analyses of the comparative costs of audits and possibly 
the cost elements of individual audits to determine whether the resources allocated to them reflect the 
needs of the audit. By March 2005, we will refine our guidelines used to plan and monitor performance 
audits to address the level of effort normally associated with each stage of the audits, communicate 
these refinements, and refine our approval and monitoring processes. These refinements, combined 
with other planned work supporting our strategic initiative on operating more effectively, should lead 
to reduced costs of individual audits and professional practice projects and maintain the quality of our 
work. 


A cost and budget variance analysis for each product line of legislative auditing follows. The actual 
costs are those reported in our financial statements on page 47. The costs of individual audits 
completed during 2003-04 and the Office’s audit effort by entity are published in tables 10 and 11. 
These two tables are available on our Web site. 


Performance audits and studies 


Budget 2003-04 $42.6 million 
Actual costs 2003-04 $39.6 million 
Actual costs 2002-03 $38.4 million 


Budget variance—decrease $ 3.0 million (7 percent) 
Cost variance—increase $ 1.2 million (3 percent) 


The costs of the performance audits and studies increased due to higher salary and overhead costs, 
offset by reduced employee hours directly charged to these audits. The budget variance is a result of 
lower than planned use of employee hours, due in part to an inability to staff positions that were 
funded mid-fiscal year, and of the additional demands placed on us by the financial audit practice. 


Most of our performance audits take place over two years, requiring us to manage budgets that cross 
fiscal years. In 2003-04, we published: 
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* 26 chapters at an average cost of $1.1 million each, compared to 21 chapters in 2002-03 at an 
average cost of $1 million. 


* 6 performance audit status reports at an average cost of $600,000 each, compared to 5 status reports 
in 2002-03 at an average cost of $500,000. 


Budgets are established for planned hours and planned costs of work. We manage costs at an office- 
wide level and at an individual audit level. The hours used on individual audits have the most significant 
impact on actual costs. 


At the end of the planning phase of an audit, we establish a budget after seeking advice from an 
advisory committee on the objectives of the audit, the general approach to gather evidence, and the 
significant matters and issues that we plan to report. Actual time required to do an audit can exceed 
budget for a number of reasons. For example, during the examination phase, we may decide to expand 
the scope of planned audit work or audit procedures may take more time than planned. Additional 
hours may also be needed to discuss a draft report and obtain comments from the organization or 
organizations we audit. 


Employee turnover in a portion of our audits is inevitable and we try to minimize its impact by using 
a common performance audit methodology. The quality of our audit products and professional 
standards also require our audit teams to have collective knowledge of the subject matter necessary to 
fulfill the requirements of the audit. Cost increases due to employee turnover are largely attributable 
to the learning time required for new employees. 


Increased costs can also result from external factors affecting the operations of the organizations we 
audit. 


Annual financial audits of Crown corporations, territorial governments, and 
other organizations 


2003-04 2002-03 
Budget $19.1 million $18.5 million 
Actual costs 
Crown Corporations 8.2 million 8.3 million 
Other corporations and organizations ies) 6.3 
Territorial organizations 4.9 4.9 
International organizations Z0 pe 
Total actual costs $22.4 million $20.6 million 
Budget variance—increase 3.3 million (17 percent) 
Cost variance—increase 1.8 million (9 percent) 


The costs of annual financial audits of Crown corporations, territorial governments, and other 
organizations increased due to the Advancing Audit Practices Project, new audit work for the Canada 
Customs and Revenue Agency, audit work for international organizations, new professional standards, 


Section IV—Financial Performance Office of the Auditor General of Canada 35 


and unforeseen audit issues. Cost increases due to increased salary and overhead costs also contributed 
to the budget variance. 


Advancing Audit Practices Project. In 2003-04, the Office completed the implementation of new 
audit tools and a new methodology for virtually all our annual audits of Crown corporations and other 
entities. The new audit methodology places greater emphasis on a risk-based approach designed to 
focus audit procedures on matters of higher risk and significance. The methodology also encourages 
auditors to place greater reliance on internal controls in the systems and practices used by an 
organization. The implementation of this methodology should contribute to a more efficient and 
effective audit process. In many cases, the actual hours required to assess controls has exceeded 
budgets for those entities in which the work has been carried out and has contributed to increased time 
spent on our financial audits. As part of the assessment of these controls, we identify weaknesses in 
controls and bring them to the attention of management with recommendations for improvements. 
As these improvements are implemented, we continue to anticipate that we will be able to place more 
reliance on controls. 


We began implementing this new methodology three years ago and set a target to reduce the hours for 
these audits by 15 percent by the end of 2004—05. We are not progressing as quickly as was expected. 
However, the Office remains fully committed to achieving our objectives of reducing audit work in 
areas of low risk and adopting more efficient audit processes. This must be done in the context of 
professional standards. In the past few years, we have seen an increase in the number and complexity 
of professional standards which have required us to expand and /or introduce other audit procedures. 


Canada Customs and Revenue Agency. The increase in the cost of the financial audits of other 
corporations and organizations 1s largely attributable to our audit of the financial statements of the 
Agency. In the 2003 Budget, the government stated that it would implement its commitment to 
present its financial statements on a full accrual accounting basis, including the accrual of tax revenues, 
beginning in 2002-03. In addition, the government decided to provide the 31 March 2002 comparative 
figures on an accrual basis. This required us to carry out additional audit work at the Agency in 2003— 
04. 


International organizations. The Office is responsible for the audits of two international 
organizations—the International Civil Aviation Organization (ICAO) and the United Nations 
Educational Scientific and Cultural Organization (UNESCO). The audits are done on a cost recovery 
basis and we balance our level of effort on the financial audits with performance audit work that we 
do for these organizations. In 2003—04, the cost of the financial audits of ICAO and UNESCO 
increased largely due to the cyclical nature of the UNESCO audit (it is a biennial audit), time needed 
to address audit issues, and the implementation of new audit methodology and tools that should lead 
to more efficient audits in the future. 


New professional standards. Over the past year, a number of new accounting and auditing standards 
were issued. These new standards required increased reporting and disclosure on the part of the 
entities we audit and gave us additional responsibilities as auditors. Many of these new requirements 
have been introduced in response to concerns about corporate reporting and a series of corporate 
failures in the United States. New accounting standards that impacted our work were accounting for 
financial instruments, derivatives, and guarantees. Our responsibility as auditor increased in those 
complex areas and others, such as with other public documents that include financial statements that 
we audit. Each major change in a professional standard must be reflected in our audit approach. 
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Audit of the summary financial statements of the Government of Canada 


Budget 2003-04 $5.1 million 
Actual costs 2003-04 $4.4 million 


Actual costs 2002-03 $5.7 million 


Budget variance—decrease $0.7 million (14 percent) 


Cost variance—decrease ere $1.3 million (23 percent) 


Reduced hours spent on the financial audit of the summary financial statements of the Government 
of Canada outweighed increased salary and overhead costs, resulting in an overall decrease of 

$1.3 million. The 2003-04 actual costs were more in line with the 2001-02 costs—two years ago— 
of $4.6 million. The 2002—03 costs were unusually high due to the implementation of the Financial 
Information Strategy (FIS), which required departments and agencies to implement new accounting 
policies for inventory, capital assets, environmental liabilities, and in other areas. This required us to 
do more work in 2002-03 including the examination of over $40 billion newly recorded assets and $40 
billion in newly recorded liabilities. . 


We also reduced our costs in 2003—04 by adopting a new approach for auditing selected departments. 
We adopted a rotational audit strategy whereby we limit our work on selected departments to planning 
and detailed audit work in high risk areas—with more extensive audit work being undertaken on a 
three-year rotational basis. 


We would have liked to have done more work on the assessment of financial controls in departmental 
accounting and management information systems that were implemented as part of FIS. Some of this 
work was delayed due to a lack of resources and will be done in 200405. . 


Sustainable development monitoring activities and environmental petitions 


Budget 2003-04 $3.1 million 
Actual costs 2003-04 $2.6 million 
Actual costs 2002-03 $2.7 million 


Budget variance—decrease $0.5 million (16 percent) 


Cost variance—decrease $0.1 million (4 percent) 


Spending on sustainable development monitoring activities and environmental petitions is composed 
of the costs of our audits.of sustainable development strategies and the costs of co-ordinating the 
petitions process, monitoring responses, and auditing actions taken by departments to fulfill 
commitments made in petition responses. Our petitions process work is reported each year in the 
Report of the Commissioner of the Environment and Sustainable Development. 


In 2003-04, the number of petitions received increased from 29 to 39 and we improved our 
procedures to better ensure that we fully address petitioners’ questions. This resulted in increased time 
spent on these areas compared to 2002-03, which was offset by fewer hours spent producing the 
chapters on petitions and sustainable development strategies. 
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Special examinations of Crown corporations 


Budget 2003-04 $4.2 million 


Actual costs 2003-04 $4.3 million 


Actual costs 2002-03 $3.8 million 


Budget variance—increase $0.1 million (2 percent) 


Cost variance—increase $0.5 million (13 percent) 


Crown corporations are required to initiate a special examination of their organizations at least once 
every five years. We perform about 45 special examinations over five years. Costs vary depending on 
the number of examinations under way in a year and the nature, size and complexity, and risk of the 
corporation being examined. In 2003-04, we worked on 17 special examinations, compared to 12 in 
2002-03. This planned workload increase, combined with increased salary and overhead costs, led to 


the cost increase for 2003-04 compared to the previous year. 


We completed seven special examinations in 2003—04 compared to five in 2002-03. Special 
examinations completed in 2003—04 are reported in table 10. This table is available on our Web site. 


Assessments of agency performance reports 


Budget 2003-04 $1.1 million 


Actual costs 2003-04 $1.0 million 


Actual costs 2002-03 $0.9 million 


Budget variance—decrease $0.1 million (9 percent) 


Cost variance—increase 


$0.1 million (11 percent) 


Three government agencies—the Canadian Food Inspection Agency, the Canada Customs and 
Revenue Agency, and Parks Canada Agency—are required to produce annual reports that include 
information on their performance. The Office is required under legislation to assess the fairness and 
reliability of that performance information. The costs of this product line increased due to increased 
salary costs and overhead costs and the use of more senior staff to do this work. 


Professional practice 


Budget $5.8 million 


2003-04 


2003-04 


Actual costs $6.0 million 


Actual costs 2002-03 $7.4 million 


Budget variance—increase $0.2 million (3 percent) 


Cost variance—decrease $1.4 million (19 percent) 
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In 2003-04, our costs in this area decreased by $1.4 million, compared to 2002-03. Note 8 of the 
audited financial statements (page 55) provides a breakdown of expenses by type for 2003-04 with 
comparative figures for 2002-03. 


The decreased spending in this area is mainly related to methodology and knowledge management. In 
2002-03, we completed the Advancing Audit Practices Project to implement new tools and 
methodology for our financial audits. We also had a modest reduction in our investment in 
methodology projects to support our performance audit and special examination audit practices. This 
was due to the deferral of methodology projects due to lack of resources. 


The cost of international activities increased due to a planned increase in our work to support 
commitments made in our role as Chair and Secretariat of the International Organization of Supreme 
Audit Institutions INTOSAT) Working Group on Environmental Auditing. 


Space renewal 


In working with Public Works and Government Services Canada, we completed the space renewal 
project for our employees at our Ottawa office. Renovations began in January 2002. As planned, we 
spent a further $2 million in 2003—04 on furniture and equipment bringing total actual costs to $4.2 
million. Accordingly, over the life cycle of the space renewal project, we exceeded planned costs for 
furniture and equipment by $0.7 million. Increased costs were due to an underestimation of actual 
costs; changes made to accommodate an increase in the number of Office employees; and 
improvements, which became apparent as construction progressed. The cost of acquiring furniture 
and equipment for space renewal is capitalized in our financial statements in accordance with generally 
accepted accounting principles. 
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Financial tables 


Table 1 Summary of voted appropriations ($ millions) 


Financial Requirements by Authority 2003-04 
ra Total Main Total planned Total . 
Estimates spending authorities Total actual spending 
Legislative Auditing 
20 Operating expenditures 57.8 57.8 66.2 63.6 
20 Grants and contributions 0.4 0.4 0.4 0.4 
(S) Contributions to employee benefit plans 8.3 8.3 7.8 7.8 
Total 66.5 66.5 74.4 71.8 


Total authorities of $74.4 million include $66.5 million in Main Estimates and $7.9 million in Supplementary Estimates, adjustments, and transfers. 


Table 2 Comparison of total planned spending to actual spending ($ millions) 


2003-04 
Total Main Total planned Total Total actual 

Legislative Auditing Estimates spending authorities spending 
Full-time equivalents ~ 560 580 558 
Operating expenses 66.1 66.1 74.0 71.4 
Grants and contributions 0.4 0.4 0.4 0.4 
Total gross expenditures 66.5 66.5 74.4 71.8 

Non-respendable revenues (0.8) (0.8) (0.8) (0.9) 

Cost of services provided by other departments 8.6 8.6 8.6 8.8 
Net cost of the program | 74.3 74.3 82.2 79.7 


"The net cost of operations reported in our audited financial statements, prepared in accordance with generally accepted accounting principles (GAAP), is $79.4 million or $0.3 million 
less than the total actual spending reported above. Accounting for capital assets and employee benefit makes up the difference. 
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Table 3 Historical comparison of total planned spending to actual spending ($ millions) 


2003-04 
Actual Actual Total Main Total planned Total Total actual 
2001-02 2002-03 Estimates spending authorities spending 
Legislative auditing 62.5 TAG 66.5 66.5 74.4 ae 


Table 4 Revenues: Respendable and non-respendable ($ millions) 


2003-04 
Actual Actual Total 
Legislative auditing 2001-02 2002-03 + Plannedrevenues —_ authorities Actual 
Non-respendable revenues 0.9 Ve 0.8 - 0.9 


The Office charges direct costs for the audits of the International Civil Aviation Organization and the United Nations Educational Scientific and Cultural Organization (UNESCO). The funds 
are not used by the Office but returned to the Consolidated Revenue Fund as non-respendable revenue. 


Table 5 Transfer payments (grants and contributions) ($ millions) 


2003-04 
Actual Actual Main Total planned Total 
Legislative auditing 2001-02 2002-03 Estimates spending ° - authorities Actual 
Contribution 0.4 0.4 0.4 0.4 0.4 0.4 


The Office provides financial support to the CCAF-FCVI Inc. in the form of annual contributions. The mission of the CCAF-FCVI Inc. is to provide exemplary leadership, and build 
knowledge and capacity for effective governance and meaningful accountability, management, and audit. The public sector is the main focus and beneficiary of its work. 


Table 6 Contingent liabilities ($ millions) 


Amount of contingent liability 


Current as of 
List of contingent liabilities 31 March 2002 31 March 2003 31 March 2004 
Claims, pending, and threatened litigation = a te 
Litigations 5.0 5.3 5.4 
Total 5.0 S38! 5.4 


In 2000-01, the Public Service Alliance of Canada filed a pay equity suit against the Crown alleging that discrimination based on sex had occurred between 1982 and 1997 in seven 
separate employers. The Office, although not a party to the suit, is one of the seven employers named in the suit. The suit requests that the Treasury Board or the responsible employer 
retroactively increase the wage rates of employees of specific separate employers to remedy the discrimination. No amount is specified in the claim. In the opinion of management, the 
estimated amount of the contingent liability for employees of the Office of the Auditor General employed by the Office between 1982 and 1997 is about $5.41 million. Further, in the 
opinion of management, the outcome of the suit is not determinable at this time and accordingly, no liability has been recognized in the financial statements. 
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Table 7 Contracting activity for professional services 


Table 7 highlights the Office’s contracting activity for professional services in 2003. The Auditor General’s power to enter into 
contracts for professional services is subject to subsection 15(2) of the Auditor General Act and not the Government Contracts 
Regulations. The Auditor General’s policy on contracting for professional services requires that contracts for estimated 
professional fees of $25,000 or more be awarded through competition, unless they meet one of the three criteria for exemption: 
the need is one of pressing urgency, it is not in the public interest to solicit bids due to the nature of the work, or there is only 
one person capable of performing the work. 


Contracts that exceed the North American Free Trade Agreement (NAFTA) threshold follow NAFTA rules. The majority of our 
contracts are for audit-related services to ensure that the appropriate expertise is used in our audit work. This expertise 
contributes significantly to the quality of our work. Contracts are also awarded for corporate services. 


In 2003, the majority of contracts were awarded by the Office on a non-competitive basis. Over 80 percent of these contracts 
had original values of less than $15,000. We awarded one contract for $42,000 on a non-competitive basis for a review of 
the Office’s strategic governance to a contractor who was uniquely qualified to do the work. 


Original contracts for Original contracts for 
less than $25,000! $25,000 or more! 
($ thousands) Number Percentage ($ thousands) Number Percentage 
Competitive contracts 0 e) @) 693.0 16 94.) 
Non-competitive contracts 3,448.64. 0. A25 100.0 42.0 ] ony 
Total 3,443.6 425 100.0 735.0 k7 100.0 


Vrees only 


Table 8 Compensation and benefits 


The following is a summary of compensation and selected benefits paid to the Office employees by level. Office employees 
receive benefits comparable to other federal government employees, which are not included in this table. 


Bilingual 
Position FTEs! Salary ($) bonus ($) 


Deputy auditor general eae 177,800-21 2,830 


Assistant auditors general 1264S O=1675295 


] 

OF] 
and Commissioner of the 

4 

8 

3 


Environment and 
Sustainable Development 


a 
ae 
bean 2 
pa 
iaabaal 


100,740-157,200 
100,740-141,180 
0-9,000 75,060-113,250 


] 
7a femae 
Ze ibe 
Palko 
[ears 7800 
ce 
aes 


' Full-time equivalents (FTEs) utilized in the fiscal year 2003-04. 
2 Toxable benefit for the personal use of an automobile for the 2003 calendar year. 


46,125-77,675 
28,894-57,595 


3 The salary of the Auditor General is set by statute under subsection 4(1) of the Auditor General Act and is equal to the salary of a puisne judge of the Supreme Court of Canada. 
4 The Office pays o club membership for the Commissioner of the Environment and Sustainable Development. 
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Table 9 Travel and hospitality expenses ($) 


Domestic International Hospitality 

travel travel expenses 

Sheila Fraser, Auditor General of Canada eso 17,879 3,762 
Johanne Gélinas, Commissioner of the Environment 4,419 46,673 Woy 


and Sustainable Development 


Travel. Domestic travel directly supports various Office activities such as our audits of federal department and agencies, Crown 
corporations, and the territories; speeches about the work of the Office; and our membership in various organizations, such as 
the Canadian Council of Legislative Auditors and the CCAF-FCVI Inc. 


The Office participates in the activities of the International Organization of Supreme Audit Institution (INTOSAI) and serves on 
a number of its committees and working groups. International travel is also undertaken to audit international activities of 
departments and agencies, such as the Canadian International Development Agency and the Department of Foreign Affairs 
and International Trade. 


Travel expenses include the cost of transportation, accommodation, meals, and other travel expenses (e.g. incidentals and 
airport improvement taxes). 


Hospitality. Hospitality expenses are incurred to support meetings with parliamentarians, senior officials of government 
departments and agencies, external advisors, employees of the Office of the Auditor General, and representatives of other 
organizations to discuss the work of the Office. As the Chair and Secretariat of the INTOSAI Working Group on Environmental 
Auditing (WGEA), the Office exercises through the Commissioner of the Environment and Sustainable Development its 
leadership in supporting the WGEA members, and organizing meetings and conferences. In 2003-04, meetings were held in 
Poland and Peru. 


Schedules of the travel and hospitality expenses for Sheila Fraser and Johanne Gélinas are available on our Web site under 
About Us. 


Section IV—Financial Performance Office of the Auditor General of Canada 43 


Financial Statements 


Office of the Auditor General of Canada 
Bureau du vérificateur général du Canada 


Management's statement of responsibility 


Management of the Office of the Auditor General of Canada is responsible for the preparation of the 
accompanying financial statements and related information contained in this Performance Report. The 
financial statements have been prepared in accordance with Canadian generally accepted accounting 
principles. Where alternative accounting methods exist, management has chosen methods that it 
believes to be appropriate in the circumstances. Where estimates or judgments have been required, 
management has determined such amounts on a reasonable basis. Financial information disclosed 
elsewhere in the Performance Report is consistent with these audited financial statements. 


In meeting its reporting responsibility, management has established and followed policies and 
procedures and systems of internal control designed to provide reasonable assurance that assets are 
safeguarded from loss or unauthorized use, operations are in compliance with governing authorities, 
and financial information ts reliable. These internal control systems are periodically tested and 
evaluated by the internal auditors, and management takes any action necessary to respond 
appropriately to their recommendations. Management recognizes the limits inherent in all systems of 
internal control but believes the Office has established effective and responsive systems of internal 
control through the careful selection of employees, appropriate division of responsibilities, training 
and other professional development activities, and development of formal policies and procedures. 


The Office’s Executive Committee oversees management’s preparation of the financial statements and 
ultimately approves the financial statements and related disclosures based on a recommendation from 
the Office’s Audit Committee. As a basis for recommending approval of the financial statements to 
the Executive Committee, the Audit Committee reviews with management the Office’s internal 
controls over financial reporting and the accounting policies and procedures employed by the Office 
for financial reporting purposes. The Audit Committee also meets independently with the Office’s 
internal and external auditors to consider the results of their work. 


The external auditors’ report, as to the fairness of presentation of these financial statements in 
conformity with Canadian generally accepted accounting principles, is included in this 
Performance Report. 


nes \aoes NN % ay 
Sheila Fraser, FCA Mary Clennett, CA 


Auditor General of Canada Comptroller and 
Senior Financial Officer 


Ottawa, Canada 
28 June 2004 
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Auditors’ report 


To the Speaker of the House of Commons 


We have audited the statement of financial position of the Office of the Auditor General of Canada 
as at 31 March 2004 and the statements of operations, deficit, and cash flows for the year then ended. 
These financial statements are the responsibility of the Office’s management. Our responsibility is to 
express an opinion on these financial statements based on our audit. 


We conducted our audit in accordance with Canadian generally accepted auditing standards. Those 
standards require that we plan and perform an audit to obtain reasonable assurance whether the 
financial statements are free of material misstatement. An audit includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the financial statements. An audit also includes 
assessing the accounting principles used and significant estimates made by management, as well as 
evaluating the overall financial statement presentation. 


In our opinion, these financial statements present fairly, in all material respects, the financial position 
of the Office as at 31 March 2004, and the results of its operations and its cash flows for the year then 
ended in accordance with Canadian generally accepted accounting principles. 


Further, in our opinion, the transactions of the Office that have come to our notice during our audit 
of the financial statements have, in all significant respects, been in accordance with the Financial 
Administration Act and regulations and the Auditor General Act. 


Apel, we aoe 
Anrtagua. Yoreharnal SEN .C 


Welch & Company LLP and 
Lévesque Marchand S.E.N.C. 
Chartered Accountants 


Ottawa, Canada 
28 June 2004 
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Office of the Auditor General of Canada 
Statement of Financial Position 
as at 31 March 


2004 2003 
Assets 
Current assets 
Due from the Consolidated Revenue Fund $ 7,076,078 4,549,117 
Accounts receivable 913,869 1,235,867 
7,989,947 5,784,984 
Capital assets (note 4) TAN SHO) oLOW/ 5,781,745 
$ 15,120,554 P1S500;729 
Liabilities and Deficit 
Current liabilities 
Accounts payable and accrued liabilities 
Due to employees S aeapeee [CS le iw wate y te rete 7) 
Due to others 4,263,283 DZ2OUeT 
Vacation pay 2,686,779 2,090,097 
Current portion of employee severance benefits PAT Wasa 2,090,052 
12,821,689 9,976,025 
Employee severance benefits (note 5) 9,770,860 9,307,475 
Deficit (note 6) ( 7,471,995) (7,116,771) 
$ 15,120,554 $ 11,566,729 


Contingencies (note 9) 


The accompanying notes are an integral part of these financial statements. 


Approved by 


Sheila Fraser, FCA 
Auditor General of Canada 


Dis oy tome 


Mary Clennett, CA 
Comptroller and 
Senior Financial Officer 
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Office of the Auditor General of Canada 
Statement of Operations 
for the year ended 31 March 


Expenses (note 7) 
Performance audits and studies 


Financial audits of Crown corporations, territorial governments, and 
other organizations 


Financial audit of the summary financial statements of the Government 


of Canada 
Special examinations of Crown corporations 


Sustainable development monitoring activities and environmental 
petitions 


Assessments of agency performance reports 
Total cost of audits 
Professional practice (note 8) 
Total cost of operations 
Cost recovered 
International audits 
Other 
Total costs recovered 


Net cost of operations 


The accompanying notes are an integral part of these financial statements. 
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2004 


$139,617 5157 


22,300 2a 


4,393,421 
4,311,941 


2,600,368 
1,053,166 
74,326,264 
6,028,158 
80,354,422 


824,664 
105,882 
930,546 
$ 79,423,876 


2003 


$ 38,397,872 


20,618,025 


O72, O27 
3,845,356 


ZiOT TE 2ND 
897,874 
TZN23, 309 
7,426,172 
79,555,041 


787,658 
484,402 
1,272,060 

> 78,282,981 


Office of the Auditor General of Canada 
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Office of the Auditor General of Canada 
Statement of Deficit 
for the year ended 31 March 


2004 2003 
Deficit, beginning balance (note 6) STIG) $ ( 8,792,556) 
Total cost of operations (80,354,422 ) (e79,555/041 ) 
Parliamentary appropriations used (note 3) 71,762,501 FAP 35-350 
Services provided without charge by other government departments (note 7) 8,836,697 8,895,476 
Deficit, ending balance $( 7,471,995 ) SC Tei O ea’) 


The accompanying notes are an integral part of these financial statements. 
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Office of the Auditor General of Canada 
Statement of Cash Flows 
for the year ended 31 March 


2004 2003 

Operating activities 

Cash payments $ (66,724,993 ) $ (71,826,063 ) 

Cash receipts 830,554 1,272,060 

Cash used in operating activities (65,894,439 ) ( 70,554,003 ) 
Investing activities 

eriecrccctction ( 3,344,113) ( 3,160,988) 

Proceeds from the disposal of capital assets 3,012 50,990 

Cash used in investing activities (3,341,101) (3,109,998) 
Financing activities 

Parliamentary appropriations used (note 3) 71,762,501 TA T3300 

Cash provided by financing activities 71,102,090 | 71 £35,500 
Increase (Decrease) in Due from the Consolidated Revenue Fund during 

the year DIO, 701 (7 49 26;05 1) 
Due from the Consolidated Revenue Fund, beginning of year 4,549,117 6,477,768 
Due from the Consolidated Revenue Fund, end of year SP O76-078 SEAS AO 7 


The accompanying notes are an integral part of these financial statements. 
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Office of the Auditor General of Canada 
Notes to the financial statements for year ended 31 March 2004 


1. Authority and objective 


The Auditor General Act, the Financial Administration Act, and a variety of other acts and orders—in— 
council set out the duties of the Auditor General and the Commissioner of the Environment and 
Sustainable Development. These duties relate to legislative auditing and the monitoring of federal 
departments and agencies; Crown corporations; territorial governments; and other organizations, 
which include two international organizations. 


The business line of the Office of the Auditor General of Canada is legislative auditing and consists 
of performance audits (formerly called value-for-money audits) and studies of departments and 
agencies; financial audit of the summary financial statements of the Government of Canada; 
financial audits of Crown corporations, territorial governments, and other organizations; special 
examinations of Crown corporations; sustainable development monitoring activities and 
environmental petitions; and assessments of agency performance reports. 


The Office is funded through annual appropriations received from the Parliament of Canada and 
is not taxable under the provisions of the Income Tax Act. 


Pursuant to the Financial Administration Act, the Office is a department of the Government of 
Canada for the purposes of that Act and is listed in Schedule 1.1. 


2. Significant accounting policies 
a) Basis of presentation 


The financial statements of the Office have been prepared in accordance with Canadian 
generally accepted accounting principles. 


b) Parliamentary appropriations 


The Office is funded by the Government of Canada through annual parliamentary 
appropriations. Parliamentary appropriations are reported directly in the Statement of Deficit 
in the fiscal year for which they are approved by Parliament and used by the Office. 


c) Costs recovered 


The costs of audits are paid from monies appropriated by Parliament to the Office. Fees for 
international audits generally recover direct costs and are recorded on an accrual basis. 
Amounts recovered are deposited in the Consolidated Revenue Fund and are not available for 
use by the Office. 


d) Due from the Consolidated Revenue Fund 


The financial transactions of the Office are processed through the Consolidated Revenue Fund 
of the Government of Canada. The Due from the Consolidated Revenue Fund balance 
represents the amount of cash that the Office is entitled to draw from the Consolidated 
Revenue Fund, without further appropriations, in order to discharge its liabilities. 
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e) Capital assets 


Capital assets are recorded at historical cost less accumulated amortization. The Office 
capitalizes the costs associated with internal use software including software licenses, 
installation costs, professional service contract costs, and salary costs of employees directly 
associated with these projects. The costs of software maintenance, project management and 
administration, data conversion, and training and development are expensed in the year 
incurred. 


Amortization of capital assets begins when assets are put into use and is recorded on the 
straight-line method over the estimated useful lives of the assets as follows: 


Assets Useful life 
Informatics hardware and infrastructure 3 years 
Office equipment 4 years 
Furniture and fixtures 7 years 
Informatics software 3 years 
Motor vehicle 5 years 
Leasehold improvements 10 years 


f) Employee severance benefits and vacation pay 


Employee severance benefits and vacation pay are expensed as benefits accrue to employees 
under their respective terms of employment using the employees’ salary levels at year end. 
Employee severance benefits and vacation pay liabilities represent obligations of the Office 
that are funded through parliamentary appropriations on a pay-as-you-go basis. 


g) Services provided without charge by other government departments 


Services provided without charge by other government departments are recorded as operating 
expenses by the Office at their estimated cost. A corresponding amount is reported directly in 
the Statement of Deficit. 


h) Allocation of expenses 


The Office charges all direct salary, professional service, travel and other costs associated with 
the delivery of individual audits and professional practice projects directly to them. All other 
expenses, including services provided without charge, are treated as overhead and allocated to 
audits and professional practice projects based on the direct hours charged to them. 


i) Contributions to the Public Service Pension Plan 


The Office’s eligible employees participate in the Public Service Pension Plan administered by 
the Government of Canada. Both the employees and the Office contribute to the cost of the 
Plan. Contributions by the Office with respect to current service are expensed in the year in 


Section |V—Financial Performance Office of the Auditor General of Canada 5] 


which payments are made. The Office is not required under present legislation to make 
contributions with respect to any actuarial deficiencies of the Plan. 


j) Use of estimates 


These financial statements are prepared in accordance with Canadian generally accepted 
accounting principles, which require management to make estimates and assumptions that 
affect the reported amounts of assets and liabilities at the date of the financial statements and 
the reported amounts of revenues and expenses during the reporting period. Capital assets and 
employee severance benefits are the most significant items for which estimates are used. Actual 
results could differ significantly from those estimates. These estimates are reviewed annually 
and as adjustments become necessary, they are recognized in the financial statements in the 
period in which they become known. 


3. Parliamentary appropriations 


The Office is funded through annual parliamentary appropriations. Items recognized in the 
Statement of Operations and the Statement of Deficit in one year may be funded through 
parliamentary appropriations in prior and future years. Accordingly, the Office’s net cost of 
operations for the year based on Canadian generally accepted accounting principles is different 
than total parliamentary appropriations used for the year. These differences are reconciled as 
follows: 


a) Reconciliation of net cost of operations to parliamentary appropriations used: 


2004 2003 
Net cost of operations $ 79,423,876 b) 78:282.985 
Less: expenses not requiring the use of 
appropriations 
Amortization of capital assets : ( 1,989,647 ) € 97k, 607136) 
Services provided without charge by other 
government departments (63185656978) COS SISANG,) 
Other ( 17,245 ) 
Add: Costs recovered 930,546 1,272,060 
69,510,833 69,052,429 
Changes in Statement of Financial Position amounts 
not affecting the current year use of 
appropriations ( 1,092,445) ( 478,067 ) 
Parliamentary appropriations applied to operations 68,418,388 68 ,574,362 


Capital asset acquisitions funded by appropriations 3,344,113 3,160,988 
Total parliamentary appropriations used Se ust 1gkG2501 peal Ds 35350 
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b) Reconciliation of parliamentary appropriations voted to parliamentary 
appropriations used: 


2004 2003 
Parliamentary appropriations voted: 
Operating expenditures $ 66,611,200 $ 65,008,663 
Statutory contributions to employee benefit 
plans pbs 25 8,748,270 
Proceeds from disposal of capital assets 3301.2 50,990 
TAB IDO 3 73300923 
Less: Lapsed appropriations—operating 
expenditures ! ( 2,633,036 ) ( 2,072,573) 
Total parliamentary appropriations used $ 262,504 Sr HA 735.350 


‘Subject to parliamentary approval, organizations can carry forward into the next fiscal year up to 5 percent of their 


operating budgets (based on Main Estimates program expenditures). In 2003—04, this amount is $2.9 million 
($3.0 million in 2002-03) for the Office. 


4. Capital assets 


2004 2003 
Cost 


Opening Netadditions Accumulated Net book Net book 
Balance for the year amortization value value 


Informatics 


hardware and 
infrastructure $ 1,938,869 $( 12,831) $ 1,685,055 $ 240,983 $ 349,929 


Office equipment 971,926 140,579 586,203 526,302 566,964 
Furniture and 

fixtures 2,247,661 2,036,519 552.985 3.73.15193 2,127,198 
Informatics 

software 2,926,141 110,720 2,696,863 339,998 1,178,903 
Motor vehicle 24,305 11,342 12.963 17,824 
Leasehold 

improvements 1,600,639 915,901 iio y Nw: 217400 1,540,927 


Pio LOMSAL 199 190.886) 3 85709: 820Ai pT 130,607" Sn Sy78b3745 


Amortization expense for the year ended 31 March 2004 is $1,989,647 ($1,607,136 in 2003). 
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5. Employee severance benefits 


2004 2003 
Employee severance benefits, beginning of year $ © ©. 11,844,307 $ 11,140,162 
Expenses for the year 1,392,850 981,019 
Benefits paid during the year ( 738,185 ) ( 276,874 ) 
Employee severance benefits, end of year $ 12,498,972 $ © ©6.11,844,307 


Employee severance benefits are funded through parliamentary appropriations on a pay as you go 
basis. 


6. Deficit 


The deficit represents liabilities incurred by the Office, net of capital assets, that have not yet been 
funded through appropriations. Significant components of this amount are employee severance 
benefits and vacation pay liabilities. 


The opening balance of the deficit at 1 April 2002 has been increased by $966,956, with a 
corresponding reduction in Due from the Consolidated Revenue Fund to reclassify a portion of 
employee severance benefits and vacation pay liabilities that have not yet been funded through 
appropriations. This reclassification has not affected the Office’s use of parliamentary 
appropriations. 


7. Summary of expenses by major classification 


Summary of expenses by major classification for the years ended 31 March are as follows: 


2004 2003 

Salaries and employee benefits ume Wat Fa Ya ih Wee e 90729005 
Professional services 8,148,924 8,306,607 
Office accommodation 5,305,289 5,816,564 
Travel, relocation, and communication 4,226,220 4,429,505 
Informatics, informatics maintenance, and repairs, 

office equipment, and furniture and fixtures 3,293,058 BI 52.033 
Printing and publications services 585,165 774,745 
Utilities, materials and supplies, and other payments 477,970 372,046 
Contribution to the CCAF-FCVI Inc. 378,924 378,036 
Total cost of operations $ 80,354,422 + 555041 


In 2004, the total cost of operations included services provided without charge by other 
government departments totaling $8,836,697 ($8,895,476 in 2003). This is composed of $5,305,289 
($5,816,564 in 2003) for accommodation, $3,136,368 ($3,078,912 in 2003) for the employer’s 
contributions to the Public Service Health Care Plan and the Public Service Dental Plan, and 
$395,040 for employee benefits. 
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8. Professional practice 


The Office works with other legislative audit offices and professional associations such as the 
Canadian Institute of Chartered Accountants to advance legislative audit methodology, accounting 
standards, and best practices. International activities include participation in organizations and 
events that impact on our work as legislative auditors. External review includes the cost of 
participating in the external reviews of other national legislative audit offices and being the subject 
of an external review. 


2004 2003 
International activities $ =. 2,668,134 eae) 22.35 235511 
Methodology and knowledge management 1,875,909 3,609,059 
Canadian Council of Legislative Auditors 520,123 418,074 
External review 406,513 519296 
Contribution to the CCAF-FCVI Inc. 378,924 378,036 
Participation in standard-setting activities TOD 55 149,156 
Professional Practice $ 6,028,158 $ 7,426,172 


9. Contingencies 


In 2000-01, the Public Service Alliance of Canada filed a pay equity suit against the Crown alleging 
that discrimination based on sex had occurred between 1982 and 1997 in seven separate 
employers. The Office, although not a party to the suit, is one of the seven employers named in 
the suit. The suit requests that the Treasury Board or the responsible employer retroactively 
increase the wage rates of employees of specific separate employers to remedy the discrimination. 
No amount is specified in the claim. In the opinion of management, the estimated amount of the 
contingent liability for employees of the Office of the Auditor General employed by the Office 
between 1982 and 1997 is about $5.41 million. Further, in the opinion of management, the 
outcome of the suit is not determinable at this time and accordingly, no liability has been 
recognized in the financial statements. 


10. Related party transactions 


The Office is related as a result of common ownership to all Government of Canada departments, 
agencies, and Crown corporations. The Office enters into transactions with these organizations in 
the normal course of business and on normal trade terms. As Parliament’s auditor, the Office is 
mindful of its independence and objectivity when entering into any such transactions. 


In 2004, the Office incurred expenses of $21,821,371 ($22,275,386 in 2003) and recovered costs 
of $3,491,933 ($1,521,435 in 2003) from transactions in the normal course of business with other 
government departments, agencies, and Crown corporations during the year. These expenses 
include services provided without charge of $8,836,697 ($8,895,476 in 2003) as described in note 7. 
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As at 31 March, the accounts receivable and payable with other government departments and 
Crown corporations are as follows: 


2004 2003 
Accounts receivable $ 645,583 $ iETEAG? 


Accounts payable 868,844 863,225 


11. Retirement benefits 


Contributions to the Public Service Pension Plan represent the total pension obligations of the 


Office and are recognized in the accounts on a current basis. The Office’s contribution to the Plan 
was $5,540,303 for the year ended 31 March 2004 ($5,922,577 for 2003). 
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Section V—Other Information 


What’s new in the 2003-04 Performance Report 
There are minor changes in the structure of our 2003-04 Performance Report: 


¢ We have continued to refine and improve our Results chain on page 10. 


° Section I now includes the Performance highlights, which follow the message from the Auditor 
General and the management representation statement. 


¢ Section III organizes our performance results under the three goals from our strategic plan instead 
of our five strategic challenges. 


¢ Section IV now includes performance results for the Advancing Audit Practices Project. 


Statutory reports 


Published periodically. Available in a variety of formats and 
on our Web site. 


Report of the Auditor General of Canada to the House of 
Commons 


Published annually. Available in a variety of formats and on 
our Web site. 


Report of the Commissioner of the Environment and 
Sustainable Development to the House of Commons 


Published annually in the Public Accounts of Canada, 


Opinion and Observations of the Auditor General on the 
Volume | and available on our Web site. 


Financial Statements of the Government of Canada 


Opinion on the Condensed Financial Statements of the Published annually in the Annual Financial Report of the 
Government of Canada Government of Canada. 


Opinions by the Auditor General on over 100 financial 
statements of federal Crown corporations, other Published in the various statutory reports that contain the 
organizations, territorial governments and organizations, financial statements of these organizations. 


and international organizations 


Special examinations of Crown corporations ; 
P P Submitted to the boards of directors every five years. 


Annual Report on Other Matters to the Yukon Legislative 
Assembly, to the Northwest Territories Legislative Assembly, 
and to the Nunavut Legislative Assembly 


Submitted annually to the legislative assemblies and 
available from the Clerk of each assembly 


PESESS ISTO ates Seu UU Enos Submitted annually to the management boards. 
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Web site references 


Many items, which are of interest but not critical to reporting our performance, are available at the 
following Web sites. 


Office of the Auditor General of Canada 
Office of the Auditor General 


Sheila Fraser, Auditor General of Canada 


Commissioner of the Environment and Sustainable 
Development 


Auditor General Act 
Financial Administration Act 


Reports to Parliament 


Observations of the Auditor General on the Financial 
Statements of the Government of Canada 


Publications 


Practice review and internal audit reports 


External review reports 


Sustainable Development Strategy, 2004-06 


Comptrollership Capacity Assessment and Action Plan 


Government of Canada 
Parliament 
Standing Committee on Public Accounts 


Standing Committee on Environment and Sustainable 
Development 


Standing Committee on National Finance 
Treasury Board of Canada Secretariat 


Results for Canadians: A Management Framework for the 
Government of Canada 


Results-Based Management and Accountability Framework 
of the Modern Comptrollership Initiative 


TBS Management Accountability Framework 


Financial Information Strategy 
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www.oag-bvg.gc.ca 


www.oag-bvg.gc.ca/domino/other.nsf/html/ 
OOagbio_e.html 


www.oag-bvg.gc.ca/domino/cesd_cedd.nsf/html/ 
menu8 e.html 


laws.justice.gc.ca/en/A- 1 7/index.html 
laws.justice.gc.ca/en/F-11/index.html 


www.oag-bvg.gc.ca/domino/other.nsf/html/ 
99repm_e.html 


www.oag-bvg.gc.ca/domino/other.nsf/html/99pac_e.html 
www.oag-bvg.gc.ca/domino/other.nsf/html/ 
99menuSe.html 
www.oag-bvg.gc.ca/domino/other.nsf/html/O2int_e.html 


www.oag-bvg.gc.ca/domino/other.nsf/html/OOgms_e.html 


www.oag-bvg.gc.ca/domino/other.nsf/html/ 


200402sdse.html 


www.oag-bvg.gc.ca/domino/other.nsf/html/ 
200403ccap_e.html 


www.parl.gc.ca 
www.parl.gc.ca 


www.parl.gc.ca 


www.parl.gc.ca 


www.tbs-sct.gc.ca 


www.tbs-sct.gc.ca/res_can/rc_e.html 


www.tbs-sct.gc.ca/cmo_mfc/resources2/RMAF/ 
RMAFO2_e.asp 


www.tbs-sct.gc.ca/mat-crg/index_e.asp 


www.tbs-sct.gc.ca/fin/sigs/FIS-SIF/FIS-SIF_e.asp 


Office of the Auditor General of Canada 


Professional organizations 


Canadian Council of Legislative Auditors www.ccola.ca/index_english.cfm 
CCAF-FCVI Inc. www.ccat-fevi.com/entrance. html 
Canadian Evaluation Society www.evaluationcanada.ca 

Canadian Institute of Chartered Accountants www.cica.ca/index.cfm/ci_id/17150/la_id/1 .htm 
Environmental Working Group (INTOSAI) www.environmental-auditing.org 
Financial Management Institute www.fmi.ca 

International Federation of Accountants www.ifac.org 

Institute of Internal Auditors www.theiia.org 

International Organization of Supreme Audit Institutions www. intosai.org 

(INTOSAI) 

United Nations Panel of External Auditors www.unsystem.org/auditors/external.htm 
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Methodological endnotes 


1 During 2001-02, we conducted a survey of members of Parliament, including those on the Standing Committee on Public 
Accounts and the Standing Committee on Environment and Sustainable Development. We surveyed their understanding of our 
Office, our credibility, and our performance, and learned about issues they would like the Auditor General to address in the coming 
years. 


In our survey, we developed a comprehensive methodology to take into account the multiple aspects of our relationship with 
Parliament. All the interviews were conducted by a consultant to ensure independence of results. First, we decided to set up 
interviews with all members of the standing committees on Public Accounts and Environment and Sustainable Development since 
they are most likely to use our reports. Our consultant interviewed 16 out of the 17 members of the Standing Committee on Public 
Accounts and 12 out of 16 members of the Standing Committee on Environment and Sustainable Development. For members of 
Parliament and Senators, we took a random sample of individuals from the combined group and interviewed them. The sample 
size was 60, with a margin of error of + 9.8 percent, 18 times out of 20. For each of the individual questions, the confidence interval 
is likely to be smaller. To obtain this level, 104 members of Parliament and Senators were contacted, resulting in a response rate of 
58 percent. The main reason that most members of Parliament and senators cited for not engaging in interviews was that they 
were too busy with the shortened session and had conflicting schedules. 


2 When we count the number of hearings and briefings in which we participate, we consider our appearances before the Standing 
Committee on Public Accounts as well as other parliamentary committees of the House of Commons and the Senate. The other 
indicator (performance audits reviewed by parliamentary committees) is a ratio of 2003-04 audits that resulted in a hearing to the 
number of audits published in the same fiscal year. We report the ratio of audits reviewed by parliamentary committees to those 
published in the fiscal year. This review can occur in a subsequent fiscal year, but would contribute to the Office's performance for 
the year that the report was published. Any revisions of historical numbers would be noted. Finally, the variance between the 
proportions of audits reviewed by parliamentary committees must be interpreted cautiously. We reported fewer audits in 2001-02, 
allowing more time per audit for committee review. The higher number of audits compared with the number of hearings explains 
variances in our performance. 


3 We analyze the Standing Committee on Public Accounts reports on the Auditor General's reports in order to gauge the extent of 
endorsement of our recommendations. We consider that the Committee endorses our recommendations when its own 
recommendations parallel ours or when the report states that they support all of our recommendations. 

Because the Committee's reports of audits published at the end of the current year are usually tabled during the next fiscal year, 
data for assessing our 2003-04 performance are not sufficient to accurately reflect our performance. The Committee did not have 
much time to review audits from our March 2004 report due to the attention directed to the Sponsorship Program audit and the 
federal election. 


4 Audit teams are responsible for tracking the status of outstanding recommendations. Their assessment is based on knowledge of 
the organization's business, a review of its documentation, and, in some cases, interviews with its officials. We have not verified the 
reliability of this information. Recommendations arising from government-wide audits and audits carried out by the Commissioner 
of the Environment and Sustainable Development are excluded. 


In 2002, we modified this performance indicator to focus more directly on departments’ success in fully implementing our 
recommendations after a reasonable period of time. In the coming year, we will establish a baseline that will enable us to seta 
target. This new indicator uses a four-year interval because our historical data show that departments and agencies often need this 
time to complete action on our recommendations. In order to apply consistent methodology and to have a three-year data series, in 
2002, we reported our 1998 recommendations. Prior to 2002, we were measuring the number of recommendations implemented 
over a five-year period. 


5 Although the questions asked in the surveys of annual audits and performance audits are slightly different, we are still able to make 
general comparisons among the two types of audits. 


With respect to annual financial audits, a total of 121 questionnaires were sent, 71 for chief financial officers (CFOs) and 50 for 
audit committee chairs (ACCs). Eighty-two questionnaires were returned for an overall response rate of 68 percent. Fifty-four 
questionnaires sent to CFOs were returned and 28 were returned from AACs. Respectively, the response rates for these two 
groups are 76 percent and 56 percent. The overall margin of error for the results of the annual financial audits survey is 5.8 
percent, 19 times out of 20. 


With respect to performance audits, a total of 79 questionnaires were sent to deputy ministers (DMs) or equivalents. Sixty-two 
questionnaires were returned giving a response rate of 78 percent. The overall margin of error for the results of the performance 
audit survey is 6.1 percent, 19 times out of 20. 


6 The survey of Office employees was administered using the intranet. A total of 652 invitations were sent to employees. A total of 
450 employees completed the survey. The overall response rate was 69 percent. The overall margin of error associated with this 
survey is 2.6 percent 19 times out of 20. 


7 This number does not include individuals that have been excluded from the language requirements due to reasons such as 
approaching retirement. Fifteen of the seventy-two principals and assistant auditors general were excluded from the language 
requirements, and fifteen of the ninety-eight directors were excluded from the language requirements. 
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The Estimates Documents 


Each year, the government prepares Estimates in support of its request to Parliament for authority to spend public monies. 
This request is formalized through the tabling of appropriation bills in Parliament. 


The Estimates of the Government of Canada are structured in several parts. Beginning with an overview of total government 
spending in Part I, the documents become increasingly more specific. Part II outlines spending according to departments, agencies 
and programs and contains the proposed wording of the conditions governing spending which Parliament will be asked to approve. 


The Report on Plans and Priorities provides additional detail on each department and its programs primarily in terms of more 
strategically oriented planning and results information with a focus on outcomes. 


The Departmental Performance Report provides a focus on results-based accountability by reporting on accomplishments achieved 
against the performance expectations and results commitments as set out in the spring Report on Plans and Priorities. 


The Estimates, along with the Minister of Finance’s Budget, reflect the government’s annual budget planning and resource allocation 
priorities. In combination with the subsequent reporting of financial results in the Public Accounts and of accomplishments achieved 


in Departmental Performance Reports, this material helps Parliament hold the government to account for the allocation and 
management of funds. 


©Minister of Public Works and Government Services Canada — 2004 

This document is available in multiple formats upon request. 

This document is available on the TBS Web site at the following address: www.tbs-sct.gc.ca. 
Available in Canada through your local bookseller or by mail from 

Canadian Government Publishing — PWGSC 

Ottawa, Canada K1A 0S9 


Catalogue No. BT31-4/58-2004 
ISBN 0-660-62663-2 


Treasury Board of Canada Secretariat 
Departmental Performance Reports 2004 


Foreword 


In the spring of 2000, the President of the Treasury Board tabled in Parliament the document 
“Results for Canadians: A Management Framework for the Government of Canada”. This 
document sets a clear agenda for improving and modernising management practices in federal 
departments and agencies. 


Four key management commitments form the basis for this vision of how the Government will 
deliver their services and benefits to Canadians. In this vision, departments and agencies 
recognise that they exist to serve Canadians and that a “citizen focus” shapes all activities, 
programs and services. This vision commits the Government of Canada to manage its business 
by the highest public service values. Responsible spending means spending wisely on the things 
that matter to Canadians. And finally, this vision sets a clear focus on results — the impact and 
effects of programs. 


Departmental performance reports play a key role in the cycle of planning, monitoring, 
evaluating, and reporting results to Parliament and citizens on behalf of ministers. Departments 
and agencies are encouraged to prepare their reports following principles for effective 
performance reporting (provided in the Guide to Preparing the 2004 Departmental Performance 
Report: http://www.tbs-sct.gc.ca/rma/dpr/03-04/guidance/table-of-contents_e.asp). Based on 
these principles, an effective report provides a coherent and balanced picture of performance that 
is brief and to the point. It focuses on outcomes - benefits to Canadians and Canadian society - 
and describes the contribution the organisation has made toward those outcomes. It sets the 
department’s performance in context, associates performance with earlier commitments, explains 
any changes, and discusses risks and challenges faced by the organisation in delivering on these 
commitments. Achievements realised in partnership with other governmental and 
non-governmental organisations are also discussed. Supporting the need for responsible 
spending, it links resources to results. Finally, the report is credible because it substantiates the 
performance information with appropriate methodologies and relevant data. 


In performance reports, departments and agencies strive to respond to the ongoing and evolving 
information needs of parliamentarians and Canadians. The input of parliamentarians and other 
readers can do much to improve these reports over time. The reader is encouraged to assess the 
performance reports of organisations according to the established principles, and provide 
comments to departments and agencies to help them improve in their next planning and reporting 
cycle. 


This report is accessible from the Treasury Board of Canada Secretariat Internet site: 


http://www.tbs-sct.gc.ca/rma/dpr/dpre.asp 


Comments or questions can be directed to: 
Results-based Management Directorate 
Treasury Board of Canada Secretariat 
L’Esplanade Laurier 

Ottawa, Ontario K1A ORS 


OR at: rma-mrr@tbs-sct.gc.ca 
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I. The Chief Electoral Officer’s Message 


me Our Report on Plans and Priorities for 2003-2004 described the 
outcomes that we planned to achieve during the past year. This 

§ Performance Report to Parliament and Canadians discusses key 

| achievements in reaching those outcomes and responding to new 

[ developments. 


All of Elections Canada’s work is directed to three strategic 
outcomes that provide long-term, enduring benefits to Canadians. 
Highlights from each area receive special attention in this report. 


f First, we are committed to delivering federal elections that 

maintain the integrity of the electoral process and to administering 
the political financing provisions of the Canada Elections Act — providing an electoral 
system that is fair, transparent and accessible to electors. Under this strategic outcome, 
we conducted three by-elections this year, as well as implemented major legislative 
changes to political financing provisions with the enactment of Bill C-24, An Act to 
amend the Canada Elections Act and the Income Tax Act (political financing). 


Second, we must always be ready to deliver electoral events whenever they may be 
called, and to improve their delivery. Voter registration is fundamental to achieving this 
objective. Among this year’s priorities, identified through our extensive evaluation of the 
November 2000 general election, we exceeded our target of having 92% of all electors 
listed in the National Register of Electors, and we substantially surpassed our goal of 
having 77% of all electors listed at the correct address. 


Finally, we are responsible for providing public education and information programs, and 
support on electoral matters to the public, parliamentarians, political parties and their 
associations, federal electoral boundaries commissions, our partners and other 
stakeholders. This year, we increased our voter education and outreach activities 
directed to youth in light of evidence that declining voter turnout is particularly 
concentrated among the youngest generations. 


These highlights — and other outcomes described in the report — clearly demonstrate 
that Canada’s electoral system has evolved over the years into one that is modern, 
accessible, transparent and efficient. 


I am personally committed to the continuing process of electoral reform that has earned 
Canada a global reputation for being a model of electoral democracy. 


I. The Chief Electoral Officer’s Message 1 


It continues to be a privilege for me to serve Parliament and the Canadian people, and 
to lead the energetic, multi-talented team at Elections Canada dedicated to 
strengthening and upholding Canada’s democratic process. 


Chief Electoral Officer of Cina 


2 Office of the Chief Electoral Officer 


II. Management Representation Statement 


I submit, for tabling in Parliament, the 2003-2004 departmental performance report 
(DPR) for Elections Canada. 


This report has been prepared based on the reporting principles and other requirements 
in the 2003-04 Departmental Performance Reports Preparation Guide and represents, to 
the best of my knowledge, a comprehensive, balanced and transparent picture of the 
organization’s performance for fiscal year 2003-2004. 


Jean-Pierre Kingsley 
Chief Electoral Officer of Canada 
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III. Summary of Agency Performance 


Progress and performance against commitments 


2003-2004 Report on Plans and Priorities commitments 2003-2004 performance 


e continue to investigate and resolve complaints about Achieved 
contraventions of the Canada Elections Act related to the general 
election held in 2000 and subsequent by-elections (Commissioner 
of Canada Elections) 


e« continue to update information on the Web site related to the Achieved 
37th general election and subsequent by-elections 


Other key commitments 


e conduct three by-elections, in Perth-Middlesex, Achieved 
Lévis-et-Chutes-de-la-Chaudiére and Témiscamingue 


e work to develop and implement the tools and processes required Achieved 
by the enactment of Bill C-24 


2003-2004 Report on Plans and Priorities commitments 2003-2004 performance 
e extend the coverage and upgrade the quality of the information in Achieved 
the Register 
e accurate and effective voter information cards Achieved 
e implement the new electoral boundaries set out in the 2003 Achieved 


Representation Order 


e improve enquiries system for timely responses to the public and Achieved 
provide a separate service for candidates and parties (recorded 
under strategic outcome 3 in the 2003-2004 Report on Plans and 
Priorities ) 

Other key commitments 


e develop print, radio, television and Internet advertising specifically Achieved 
for each of several target groups: youth, members of ethnocultural 
groups, Aboriginal electors, electors using special ballots and the 
general electorate; all advertising completed and ready to run in 


2003-2004 

e develop public enquiries training tools and faster systems with Achieved 
much greater capacity — including a separate service for 
candidates and parties 

e Upgrade and improve activities for our information technology Achieved 


infrastructure and mission-critical systems 


e train newly appointed returning officers and upgrade the skills and Achieved 
knowledge of experienced returning officers 


III. Summary of Agency Performance 5 


2003-2004 Report on Plans and Priorities commitments 2003-2004 performance 


e provide professional, technical, financial and administrative Achieved 
support to the 10 independent federal electoral boundaries 
commissions 

¢ improve communications with electors Achieved 

e improve enquiries system for timely responses to the public (reported under strategic 


outcome 2, above) 


Parliamentary committee recommendations 


In 2003-2004, the Chief Electoral Officer has appeared before the House of Commons 
Standing Committee on Procedure and House Affairs (PHA) five times and has appeared 
before the Standing Senate Committee on Legal and Constitutional Affairs (LCA) twice to 
discuss a variety of topics. 


Date Committee | Subject =| For more information 

April 8, 2003 Page 18 

June 17, 2003 Be anal Wl Wa Page 18 
Renreeenianen Order) 

Oct. 6, 2003 Improvements to the readjustment Page 39 
process (appearance before the 


Subcommittee on Electoral 
Boundaries Readjustment) 


Feb. 25, 2004 Bill C-5 (2003 Representation Order) Page 34 


March 9, 2004 | PHA Bill C-3 (registration of political Page 39 
parties) 


March 25, 2004 Main Estimates for 2004-2005 Page 39 


Though their mandates cover many issues, the House of Commons Standing Committee 
on Procedure and House Affairs and the Standing Senate Committee on Legal and 
Constitutional Affairs are the only committees responsible for electoral matters for their 
respective chambers. 
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In 2003-2004, the Standing Committee on Procedure and House Affairs made one 
recommendation to Elections Canada. It appears in Report 36, Bill C-24, An Act to 
amend the Canada Elections Act and the Income Tax Act (political financing). The 
Committee recommended that “Elections Canada and the registered parties ensure that 
adequate training and preparation of electoral volunteers is in place, and that they assist 
them with the introduction and transition to the new regime.” Elections Canada 
responded with a variety of communications and training initiatives, described in detail 
in Section V of this report. 


The Committee also stated: “We believe that Elections Canada and the Government, as 
well as the Committee, should carefully review the operation of the Act, with specific 
reference to the impact of the provisions contained in Bill C-24 before and during the 
next federal general election.” The Chief Electoral Officer will discuss his assessment of 
the operation of the Act in his statutory report on the 2004 general election. 


On February 17, 2004, the House of Commons adopted a motion “That the House direct 
the Chief Electoral Officer and Elections Canada to expand its initiatives to promote the 
participation of young Canadians in the electoral process, and that these initiatives 
include making available educational material to schools and other organizations, and 
supporting parallel voting opportunities for prospective electors during federal elections, 
including making available polling materials and the publication of results of such parallel 
voting, and that Elections Canada work creatively with such groups as Kids Voting 
Canada, Scouts Canada, Guides Canada, teachers and others, and provide regular 
reports on these matters to the House of Commons through the Standing Committee on 
Procedure and House Affairs.” A summary of Elections Canada’s key youth-related 
initiatives in 2003-2004 can be found in Section V. 


“8 This symbol of a computer mouse indicates that more detailed 


information is available on our Web site (www.elections.ca) or in one 
of our printed publications. 


“8 For the full text of the Committee report, CLICK: 
http://www.parl.gc.ca/InfoCom/PubDocument.asp?FileID=37500&Lanquage=E. 
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IV. The Context for Our Performance 


Elections Canada is committed to providing three strategic outcomes for Canadians: 


Q to deliver federal elections, by-elections and referendums that maintain the integrity 
of the electoral process, and to administer the political financing provisions of the 
Act 


Q to achieve and maintain a state of readiness to deliver electoral events whenever 
they may be called and to improve the delivery of electoral events 


Q to provide timely and high-quality public education and information programs, and 
assurance that support on electoral matters is available to the public, 
parliamentarians, political parties and their associations, federal electoral boundaries 
commissions, our partners and other stakeholders 


Canada’s political system is grounded in participation. Taking part in the electoral system 
strengthens Canadians’ connections with the democratic decision-making process and 
demonstrates concern for the future development of their country. The work of Elections 
Canada helps remove administrative barriers to participation, and makes voting as 
accessible and convenient as possible. 


Several external and internal factors can influence our performance in achieving these 
three outcomes. These include Canada’s parliamentary system and our dispersed and 
diverse electorate. 


Factors influencing our performance 


Under Canada’s parliamentary system, the length of time between federal elections is 
not a set period (however, under the Canadian Charter of Rights and Freedoms, the 
House of Commons cannot sit for longer than five years except in times of real or 
apprehended war, invasion or insurrection). This means the length of Elections Canada’s 
business cycle varies — uncertainty that makes planning a challenge, since we must be 
ready at all times to deliver an electoral event, whether it is a by-election, general 
election or referendum. Consequently, we must continually react to parliamentary and 
political events and trends, so that we can take into account contingencies that might 
affect our electoral readiness and preparations for electoral events. 


The sheer size of our country, geographically the second-largest in the world, and our 
responsibility to provide some 22 million registered electors with timely information and 
an opportunity to vote conveniently, dramatically affect the size of the agency from time 
to time. As a general election approaches, the staff at Elections Canada may 

grow from 330 to more than 900 people. Returning officers hire an additional 

190,000 temporary workers to support the electoral process in some 18,000 polling 
places across the country, and we must provide all of these people with training, 
supervision, training materials, supplies and administrative support. To respond to these 
challenges, our team must be multi-skilled and multi-talented. 
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Returning officers, who are appointed by the Governor in Council, not by the Chief 
Electoral Officer, have the responsibility of recruiting enough temporary workers to 
conduct an event in their electoral districts. Nevertheless, the Chief Electoral Officer is 
responsible for the overall administration of elections, a challenge that we manage by 
providing the returning officers with the best of training, training materials, tools and 
support. 


To carry out their responsibilities effectively, returning officers require detailed 
knowledge of the federal electoral process; strong planning and management skills; and 
the capacity to deal with a range of human resources issues. The current system of 
appointing returning officers gives us no assurance that those appointed will have the 
necessary skills for the position. The difference between what returning officers bring 
with them to the position and what they need to be able to do at the onset of an 
election is often too large a gap to bridge. 


Lack of experience among newly appointed returning officers, especially returning 
officers appointed just before an event, poses high risks, the origins of which are 
beyond our control. The appointment method enforces constant risk management. We 
manage the risk by ensuring that training programs reflect key principles of effective 
adult education, by applying an integrated approach to all our training materials and by 
developing new programs to support returning officers in the field, such as the new Field 
Liaison Officer Program. 


Another factor that affects our planning is new electoral legislation. In 2003-2004, for 
example, eight bills to amend the Canada Elections Act, the Electoral Boundaries 
Readjustment Act and the names of certain electoral districts were considered in 
Parliament. The Chief Electoral Officer was called to appear before the relevant 
committee of the House of Commons and/or the Senate for many of these bills and the 
agency prepared a thorough analysis in each case. 


The increased number of electoral districts resulting from redistribution had a significant 
effect on our computer systems, documentation and training. Other factors that can 
influence our performance include high mobility among electors (more than 40% of all 
Canadians change their addresses every five years), increased social diversity, and 
judicial decisions and legislative amendments that change the administration or 
application of the Canada Elections Act. 


Lastly, court decisions that affect the electoral legislation must be taken into account in 
our electoral planning and election delivery. On December 16, 2002, in Harperv. Canada 
(Attorney General), the Alberta Court of Appeal ruled the following parts of the Canada 
Elections Act unconstitutional, and thus invalid: section 323 banning election day 
advertising, and sections 350 to 357, 359, 360 and 362 governing third-party advertising 
during an election. Consequently, these provisions were not enforced during the 2003 
by-elections. Moreover, in its ruling in October 2002 in Sauvé v. Canada (Chief Electoral 
Officer), the Supreme Court of Canada had invalidated the provision of the Canada 
Elections Act that made inmates serving a sentence of more than two years ineligible to 
vote (paragraph 4(c)). As he did for the by-elections held on December 9, 2002, the 
Chief Electoral Officer again adapted the Canada Elections Act to allow inmates to vote. 
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Strategic relationships 


The co-operation of many partners is important to achieving our strategic outcomes 
successfully. The scale of our partnership agreements can vary, depending on whether it 
is a year in which a general election is conducted, or a year in which one or more by- 
elections are held. In our discussion of each strategic outcome in Section V, we identify 
specific relationships with federal departments and agencies, community partners, 
international organizations, provincial, territorial and municipal governments and 
electoral agencies, and research institutes and centres. We have also developed 
strategic partnerships with the private sector in areas where we require specialized 
resources and expertise to assist us in the delivery of electoral events. 


Measuring our performance 


We measure our performance mainly through post-election evaluations. Following the 
2000 general election, we undertook extensive evaluations of every facet of our work. 
These included external surveys of electors, candidates, registered political parties, 
registered third parties, returning officers, academics specializing in electoral matters, 
youth, Aboriginal peoples, and representatives of special needs and ethnocultural 
associations. After a by-election, we evaluate our performance in the same way, but on 
a reduced scale. 


Elections Canada’s commitment to continually improve its performance and the electoral 
process has been reflected in several publications produced by the agency, such as the 
Report of the Chief Electoral Officer of Canada on the 37th General Election Held on 
November 27, 2000 (March 2001), Modernizing the Electoral Process: Recommendations 
from the Chief Electoral Officer of Canada following the 37th general election (November 
2001), our Performance Reports for 2000-2001, 2001-2002 and 2002-2003, and our 
2000 General Election Post-event Overview (November 2001). 


Elections Canada has a commitment to continually evaluate and seek improvement of 
our activities and performance between elections. Any project or service enhancement is 
implemented under rigorous project management, with regular weekly progress 
reporting against approved implementation plans. Significant deviations from approved 
plans must be reported and justified by project managers and directors. For certain 
major or mission-critical projects, Elections Canada may establish a steering committee 
to provide continual project monitoring. We also regularly evaluate our activities through 
studies of various aspects of the Register, and formal and informal feedback from such 
sources as the Advisory Committee of Political Parties, academic networks, focus groups 
with official agents, field liaison officers, and parliamentary committees. 


Detailed performance measurement methodologies 


Although surveys and post-election evaluations are our main performance measurement 
techniques, we also use a variety of other methodologies to assess and report 
performance results to parliamentarians and to the public. These methods include 
benchmarking, statistical analysis and publication for public scrutiny. 
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1. Electoral event delivery and political financing 


Q 


fairness of electoral events: formal consultations with candidates, political parties 
and other political entities after a general election and informal evaluations after a 
by-election 


transparency of electoral events: posting official voting results, candidates’ 
financial returns, compliance agreements and prosecutions on our Web site 


compliance and enforcement: tracking complaints and cases and ensuring they 
are satisfactorily resolved 


participation in electoral events: election results, surveys of electors, including 
youth and Aboriginal electors 


accessibility: tracking the accessibility of polling sites against a 100% target; 
surveys of electors on specific accessibility measures 


completeness and accuracy of the lists of electors on election day: registrations at 
the polls as a percentage of electors who cast a ballot 


2. Electoral event readiness and improvements 


OQ 


lists of electors: statistically estimating the proportion of all electors listed in the 
Register and statistically estimating the proportion of electors listed in the 
Register at the correct address against predetermined targets 


mailing addresses: tracking the number of voter information cards returned as 
undeliverable, surveys of electors 


communication with electors: surveys of electors 


National Geographic Database: statistically measuring the proportion of electors 
nationally who are assigned to a point on a map 


improving effectiveness of electoral process: survey of clients and costing of new 
procedures 


detailed project tracking: comprehensive progress measurement and reporting 
voting methods: surveys of electors, election results 


provision of professional, technical, administrative and operational services and 
training 


3. Public education and information, and support for stakeholders 


public education and information: surveys of electors 
Web site use: automatically tracking visits, surveys of electors 


support to stakeholders: surveys of electoral boundaries commissions, post-event 
evaluation, feedback from parliamentarians, academics and advisory committees 
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Priorities 


We are reporting on the planned activities and outcomes we outlined in our Report on 
Plans and Priorities for 2003-2004 as well as other activities and outcomes unforeseen 
at the time of the preparation of that report. 


Our Report on Plans and Priorities established eight priorities for 2003-2004: two more 
than in the previous year. Three priorities concern electoral event delivery and political 
financing, three concern event readiness and improvements, and two involve public 
education and information, and support to stakeholders. We discuss our progress on 
each in the following section on our strategic outcomes. 


“@) For more information on our mandate, roles and responsibilities, see: 
Office of the Chief Electoral Officer: 2003-2004 Estimates, Part III - Report on Plans and 


Priorities (CLICK: http://www.tbs-sct.gc.ca/est-pre/20032004/OCEO-BDGE/CEO- 


DGEr34 e.asp). The report is also available in print form. 


“8 For earlier Reports on Plans and Priorities and Performance Reports, CLICK: 
&di 


Ree are 
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V. Elections Canada’s Strategic Outcomes 


Government-wide initiatives and federal public service priorities 


This year, we continue to report on management issues and practices, in keeping with 
the Auditor General's and Treasury Board’s emphasis on improved reporting to 
Parliament and the public. During 2003-2004, we continued our work on five 
government-wide initiatives and public service priorities. 


Q On-line services: This year, we completed the implementation of our Voter 
Information Service (VIS) initiative. Electors who call Elections Canada are greeted 
by a sophisticated Voice Response System, which interprets what callers are asking 
for, then finds the answers in a comprehensive database. New developments in 
telephone system technology, including voice-response and text-to-speech 
technologies, have made this alternative possible. The VIS is available 24 hours a 
day. It is connected to the same robust database that supports Elections Canada’s 
Web site and call centre agents, ensuring consistency of information through all 
channels. To ensure caller satisfaction, the VIS allows callers the option of being 
transferred to an information officer. 


Bill C-24 extended the regulatory provisions of the Act to several additional political 
entities. To give the public access to the new financial information, Elections Canada 
redesigned its on-line financial information database. Searches may now be 
conducted on the financial returns of registered political parties, candidates, 
registered associations, nomination contestants and leadership contestants. 


The Elections Canada Web site is a major component of our public information 
activities; since its introduction in 1997, it has grown from 15 to 7,000 pages, and 
receives some 5,472 visits (not just hits) on an average day. All of Canada’s 

308 returning officers are now directly on-line with Elections Canada in Ottawa. 
Elections Canada procured the services of a private-sector Internet service provider, 
operating the site from 16 servers in two independent locations; the doubled 
capacity helps to ensure that the site remains reliable and responsive throughout a 
general election. 


Q Modern comptrollership: To serve as the basis of our action plan, a capacity 
assessment was commissioned in 2002-2003 and provided a total of 
53 recommendations. Recommendations were made for areas in which Elections 
Canada had relatively high scores, as well as those where weaknesses were 
observed. Elections Canada demonstrates particular strengths in strategic leadership, 
shared ethics and values, clear accountability and integrated performance 
information. The results of the capacity assessment revealed that the agency 
compared favourably with or exceeded the performance of other departments and 
agencies. 


In establishing priorities, it does not necessarily follow that areas with lower scores 
will be the top priorities. Rather, a top priority might be an area where Elections 
Canada was rated relatively highly, if maintaining this rating is important to senior 
management. 
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Elections Canada also undertook a project aimed at increasing risk assessment and 
early detection capabilities at the electoral district level, to prevent local problems 
that might otherwise go undetected and potentially threaten the conduct of an 
electoral event. Field liaison officers were introduced, in part to improve the ability of 
Elections Canada to intervene at the electoral district level to mitigate risks and 
address problems. Elections Canada also continued developing its Event 
Management System toward exception reporting, which focused attention on 
selected, critical factors warranting immediate action. 


Reinforcing our commitment to official languages: Senior management at Elections 
Canada is committed to the Official Languages Program. We provided our Annua/ 
Review of Official Languages for 2003-2004 to the Public Service Human Resources 
Management Agency of Canada, the Commissioner of Official Languages, and the 
Clerks of the House of Commons Standing Committee on Official Languages and the 
Senate Standing Committee on Official Languages. 


Public Service survey results: In May 2003, Elections Canada completed its analysis 
of the agency’s results on the 2002 Public Service Employee Survey. The survey 
covered a wide variety of issues that affect the work environment. A number of 
questions were repeated from the 1999 survey, providing a benchmark for 
performance. 


In a significant number of areas, employees rated Elections Canada supervisors, 
workplace conditions and issues higher (more favourably) than the average 
responses for the entire Public Service and indicated improvement over responses 
that had been tabulated in 1999. Elections Canada management has reviewed the 
survey recommendations and is committed to continuing work on improving 
relations with employees and the workplace environment. 


Increasing diversity: Elections Canada is committed to a representative and inclusive 
workplace. During 2003-2004, the agency continued to implement various 
recommendations of the Canadian Human Rights Commission audit report, 
Embracing Change in the Federal Public Service, and the action plan of the Task 
Force on the Participation of Visible Minorities in the Federal Public Service. We have 
also updated our own Employment Equity Plan. 


Elections Canada has a relatively small workforce. In September 2003, term 
employees made up 36% of our workforce. The large number of term employees 
makes the retention of employment equity group members difficult, and can lead to 
rapid swings in our representation rates. In addition, our limited number of 
indeterminate positions has hindered recruiting and promoting employment equity 
members. We should see improvements in this area as Elections Canada received 
approval from Treasury Board in January 2004 to increase the number of 
indeterminate positions by 120. 
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The diversity of Elections Canada’s workforce 


Designated group Elections Canada __ Elections Canada_=—- Public Service Work force 
(March 2004) (March 2003) of Canada availability, 
(March 2003) 1996 Census 


Women 49.9% 48% 52.8% 48.7% 
Aboriginal peoples 3.2% 4.4% 3.9% 1.7% 
Persons with disabilities 9.7% 6.4% 5.6% 4.8%* 
Persons in a visible minority 5 5.4% 0 O 

group 6.9% 7.4% 8.7% 


Sources: Treasury Board Secretariat, 2002—2003 Employment Equity in the Federal Public Service and Elections Canadas 
Employment Equity Quarterly Report, March 2004. 
* Availability of persons with disabilities is based on the 1991 Health and Activity Limitation Survey 


The TBS 2002-2003 Annual Report to Parliament — Employment Equity in the Federal 
Public Service and Elections Canada’s 2002-2003 Annual Employment Equity Program 
Report, which was submitted to the Public Service Human Resources Management 
Agency of Canada, outline what we have done to promote diversity. 


1. Electoral event delivery and political financing 


To deliver federal elections, by-elections and referendums that maintain 


the integrity of the electoral process, and to administer the political 
financing provisions of the Act 


Context and background 


We conducted three by-elections during the reporting period of April 1, 2003, to 
March 31, 2004: 


- Perth—Middlesex, on May 12, 2003 
— Lévis-et-Chutes-de-la-Chaudiére, on June 16, 2003 
~ Témiscamingue, on June 16, 2003 


A by-election for Ottawa Centre was called on March 7, 2004, but was superseded by 
the 38th general election, which was called on May 23, 2004. The 2004-2005 
Departmental Performance Report will address our performance in delivering the 2004 
general election. 
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During 2003-2004, delivery of the three by-elections was assisted by four federal 
bodies: the Department of Foreign Affairs and International Trade, which helped 
Canadian electors in other countries; the Department of National Defence, which aided 
Canadian Forces electors; the Correctional Service of Canada, which assisted 
incarcerated electors, and Canada Post Corporation, which delivered election 
information. Several community organizations co-operated with us in distributing 
information about the electoral process during the by-elections, including Native 
Friendship Centres, disability organizations, and the Elizabeth Fry and John Howard 
Societies. 


“0 For ius text of the Canada Elections Act, CLICK: 


textonly=false. The text of the Act is also available in print. 
Yj For Information on past elections, foe ¢ 


Unplanned activities 


In June 2003, Parliament passed Bill C-24, An Act to amend the Canada Elections Act 
and the Income Tax Act (political financing). The amendments extended disclosure and 
registration requirements for political entities, introduced new limits on political 
contributions, and imposed a ban on contributions from unions and corporations to 
political parties and leadership contestants. 


Under the amended legislation, a registered political party that receives at least 2% of 
the valid votes cast nationally, or 5% of the valid votes cast in the electoral districts in 
which it endorsed a candidate, is eligible for a quarterly allowance which, for the entire 
year, amounts to $1.75 per valid vote received by the party at the previous general 
election. For 2004, the first year that the allowance came into effect, qualifying parties 
received an amount representing all four quarterly payments in a single payment made 
in January 2004, as directed in the transitional provisions of Bill C-24. 


Under the amending Act, the Jncome Tax Act was changed to increase the maximum tax 
credit for a political contribution from $500 to $650, and to allow electoral district 
associations to issue tax receipts. 


Elections Canada worked closely with the Advisory Committee of Political Parties to 
ensure that Bill C-24 was implemented promptly and efficiently. The main provisions of 
the legislation came into effect on January 1, 2004. To communicate the new rules for 
political financing to political entities and the Canadian public, Elections Canada carried 
out several information initiatives. 


Q To reach the public, we ran a print advertising campaign in daily and weekly 
newspapers, as well as in Aboriginal, minority-language and ethnocultural 
publications, from December 15 to 31, 2003. Banners linking to the Elections 
Canada Web site were posted on major current affairs and business Web sites from 
December 15 to 29, 2003. 
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Q We distributed an information kit to political parties, parliamentarians, returning 
officers, and major labour unions and corporations. We created a series of training 
videos (also available on our Web site) on the new political financing rules for all 
those concerned. Riding associations of registered parties were provided with an 
information kit on political financing. Distribution of materials to political 
organizations was improved by using multimedia CD-ROMs and DVDs instead of 
hard copy. 


Q On our Web site, we made available the new forms related to Bill C-24, along with 
background information and instruction manuals on preparing financial reports for 
all concerned: nomination contestants, leadership contestants, candidates, 
registered political parties and registered riding associations. We re-engineered the 
electronic candidate’s return (also available on CD-ROM) as a new software 
application called the Electronic Financial Return (EFR). 


Q We made available on-line a document illustrating examples of financial operations 
to be recorded in the candidate's electoral campaign return, with instructions on 
how to fill out the reporting form. 


a We offered toll-free telephone support on political financing to all political entities. 


Q We developed software for the required operations of all political bodies, including 
the production of tax receipts. 


Q We improved the accessibility of our information for candidates. Instead of 
organizing information sessions in a number of Canadian cities, as was done 
previously, we made the information available on a CD-ROM, which was sent out to 
all candidates. 


Q We modified our data management systems and created new ones to process the 
additional information we require, which the Chief Electoral Officer must publish on 
the Elections Canada Web site. 


“8 For Bill C-24, cLIck: 
http://www.elections.ca/content.asp section =loi&document=index&dir=re3&lang=e&tex 


tonly=false. 


Resources used 


Financial information 
($ thousands) 


Planned spending: 
Total authorities: 
Actuals: 


Q Planned spending: the amount we planned to spend at the beginning of the fiscal 
year 


Q Total authorities: the additional spending required to reflect changing priorities and 
unforeseen events 


Q Actuals: the amount actually spent 


Note: Total authorities and Actuals include Allowances to eligible registered political parties (new political 
financing provision under the Canada Elections Act) and other C-24 related expenses. 
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Outcomes achieved 


1. Electoral event delivery and political financing: 
Summary of performance against plans 


2003-2004 commitments 2003-2004 performance 


2003-2004 Report on Plans and Priorities 

commitments 

« continue to investigate and resolve complaints Achieved 
about contraventions of the Canada Elections Act 
related to the general election held in 2000 and 
subsequent by-elections (Commissioner of 
Canada Elections) 

e continue to update information on the Web site Achieved 
related to the 37th general election and 
subsequent by-elections 

Other key commitments 

e conduct three by-elections in Perth—Middlesex, Achieved 
Lévis-et-Chutes-de-la-Chaudiére and 
Témiscamingue 

e work to develop and implement the tools and Achieved 
processes required by the enactment of Bill C-24 


We measure our performance in delivering electoral events and political financing by the 
extent to which we provide: 


Q electoral events that are fair and transparent within the context of, and in 
accordance with, constitutional and legal requirements 


Q effective compliance and enforcement programs 


electoral events that remove barriers to participation and facilitate access to the 
electoral process 


Q timely disclosure of comprehensive electoral information 


Fairness and transparency 


To ensure fairness during the by-elections, each returning officer distributed 
documentation prepared by Elections Canada to candidates and their official agents and 
auditors. Each returning officer also held discussions with the various representatives of 
the political parties — including candidates and campaign chairs — to make sure that 
everyone received the same information. The meetings involved explanations of the 
various methods by which electors can vote, the rules to follow on election day and the 
election officer positions for which the candidates or registered political parties may 
recommend applicants. Informal evaluations after the by-elections indicated that the 
meetings were well received by the registered parties. A further element of fairness — 
the level playing field factor — is the spending limits set by the Canada Elections Act that 
we calculated and published for all candidates and registered political parties. 
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To support transparency, under the Canada Elections Act, candidates are required to file 
an election expenses return within four months of election day. We review the returns 
for compliance with the Act, and to determine the amount of reimbursement owed to 
qualified candidates. We have finished reviewing financial returns from the 

17 candidates who ran for office in the three 2003 by-elections. 


In addition, registered political parties must file financial transactions returns each year 
with the Chief Electoral Officer. The financial transactions return sets out the 
contributions received by the party and the number of contributors; the names and 
addresses of those who contributed more than $200, or who made a directed 
contribution, with dates and amounts; assets, liabilities and claims; revenues and 
expenses; the value of goods, services or funds transferred by the party to a candidate, 
electoral district association or leadership contestant; the value of goods, services or 
funds transferred to the party from any of its registered associations, a candidate, a 
leadership contestant or a nomination contestant; a return for election expenses 
incurred for each by-election during the fiscal period, including non-monetary 
contributions used; loans or security received by the party; and contributions received 
but returned or otherwise dealt with under the Act. Publishing the registered parties’ and 
candidates’ financial information supports the confidence of Canadians in the integrity of 
the electoral process. 


Compliance and enforcement 


To have confidence in the fairness and integrity of elections, Canadians also need to 
have confidence that everyone has complied with the Act. The Commissioner of Canada 
Elections is responsible for ensuring that the Canada Elections Act is complied with and 
enforced. The Commissioner received 15 complaints as a result of the 2003 by-elections. 
All have been resolved, four by way of compliance agreements. 


The Commissioner received 968 complaints arising from the 2000 general election, of 
which 7 were still open as of March 31, 2004. Of the total complaints, 58 were resolved 
by the signing of a compliance agreement. The Commissioner consented to 

30 prosecutions, 6 of which are still ongoing. 


“8 The pri laes Digest of convictions for offences appears at: 
: ter 
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Participation and accessibility 


To ensure that electors are able to participate in the electoral process, Elections Canada 
pays attention to specific groups in its information and outreach activities. These include 
youth, Aboriginal people, ethnocultural communities, special needs electors, Canadians 
abroad and electors away from their electoral districts. 
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Research shows that there is a low turnout rate among young Canadian electors and 
this is a major concern for us. On our own initiative, or in partnership with other 
organizations, we were involved in major undertakings over the year to inform young 
people about the electoral process and to make it easier for them to register and vote: 


Q launched a new Young Voters Web site; hits have increased from 4,500 to 22,000 a 
month 


Q mailed a Leave Your Mark card to 1.1 million Canadians who had turned 18 since the 
2000 election and registration forms to those who were not registered 


Q developed a youth-oriented advertising campaign for the 2004 general election 

Q focused the July 2003 issue of our magazine E/ectoral Insight on youth participation 

Q hosted a National Forum on Youth Voting in Calgary 

Q undertook a Cable in the Classroom educational program called “Your Vote ... Your 
Voice”, which generated 108 student-created video clips 

Q supported the Rush the Vote initiative 


worked with Canada Post to create a special mail-in ballot option for youth 


developed a joint initiative with Student Vote 2004 to provide a voting/education 
program for youth under 18 that would parallel the next general election 


Q partnered with university and college student associations in a poster and Web 
campaign 


Q included sessions on young electors in training for returning officers 
Elections Canada undertook a number of measures during the year to enhance the 
understanding of the federal electoral process among Aboriginal electors and to make 
the process more accessible to them: 

met with the leaders of all national Aboriginal associations 


organized a round table on Aboriginal youth and the federal electoral process in 
partnership with the Canadian Centre for Indigenous Research, Culture, Language 
and Education (CIRCLE) 


planned to increase the number of Aboriginal community relations officers 


worked with band councils to locate polling stations on or near reserves for the 2004 
election 


planned to extend the Aboriginal Elders and Youth Program for the 2004 election 


developed a 2004 election advertising campaign targeting Aboriginal print and 
electronic media 


Q focused the November 2003 issue of our E/ectoral Insight magazine on Aboriginal 
participation 


Q included sessions on Aboriginal electors in training sessions for returning officers 
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“8 For Electoral Insight magazine, ae 
http: tent.asp? 


tonly=false. 


Information disclosure 


The Canada Elections Act of 2000 changed the reporting requirements for by-elections. 
The Chief Electoral Officer must now consolidate his narrative report on all by-elections 
into a single report within 90 days of the end of any year in which at least one by- 
election has been held. The latest report was published in March 2004 as Report of the 
Chief Electoral Officer of Canada Following the May 12, 2003, By-election Held in Perth- 
Middlesex, and the June 16, 2003, By-elections Held in Lévis-et-Chutes-de-la-Chaudiére 
and Témiscamingue. 


“i The report is available at: 
http://www.elections.ca/content.asp?section=gen&document=index&dir=rep/re2&lan 
e&textonly=false, and is also available in print. 


A statistical report is also presented to Parliament outlining the voting results of each 
by-election. The results of voting for the three by-elections were published in August 
2003 as Official Voting Results Following the May 12, 2003 By-election Held in 
Perth-Middlesex and the June 16, 2003 By-elections Held in Lévis-et-Chutes-de-la- 
Chaudiére and Témiscamingue. 


“@) For Me report, CLICK: 


&textonly=false. It is also available in » print. 


During the year, we published all electoral information required under the Act on our 
Web site, including registration and financial information for political entities: 


Q election expenses: Contributions and Expenses (candidates, including the December 
2002, May and June 2003 by-elections: searchable database) 


Q candidates’ and parties’ financial returns: Disposition of Surplus — various by- 
elections (candidates); Unpaid Claims — various by-elections (candidates); Political 
Parties’ Fiscal Period Returns (to 2002: searchable database); Statements of Assets 
and Liabilities and Statements of Revenues and Expenses — 2002 Fiscal Period 
(political parties) 


“For detailed information on election expenses and financial returns, CLICK: 
http://www.elections.ca/intro.asp?section=fin&document=index&lang=e&textonly=false. 
For the third-party advertising return, CLICK: 

http://www.elections.ca/content.asp ?section=pol&document=index&dir=tp2&lan 
e&textonly=false. 
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2. Electoral event readiness and improvements 


To achieve and maintain a state of readiness to deliver electoral events 


whenever they may be called and to improve the delivery of electoral 
events 


Context and background 


To make sure Elections Canada is always ready for an election, by-election or 
referendum we constantly monitor our mission-critical functions and systems, and 
provide a progress report every two weeks to our Executive Committee, chaired by the 
Chief Electoral Officer. 


Our election readiness largely depends on the accuracy and completeness of the 
information in the National Register of Electors, because it is the source of the lists of 
electors for every electoral district. This year our election readiness benefited from 
electoral and geographic information from: 


Q three federal departments or agencies: the Canada Revenue Agency and Citizenship 
and Immigration Canada, for updating the National Register of Electors; and 
Statistics Canada, our partner in maintaining the joint National Geographic Database, 
which also provided census information and certified population counts for 
redistribution 


Q provincial and territorial driver’s licence and vital statistics agencies, which provided 
information to update the National Register of Electors 


Q provincial and territorial electoral agencies, which shared electoral data, geographic 
information and other electoral systems and products 


Resources used 


Financial information 
($ thousands) 


Planned spending: 
Total authorities: 
Actuals: 


$37,854 


24 Office of the Chief Electoral Officer 


Outcomes achieved 


2. Electoral event readiness and improvements: 
Summary of performance against plans 


2003—2004 commitments 2003-2004 performance 


2003-2004 Report on Plans and Priorities 
commitments 


e extend the coverage and upgrade the quality of the Achieved 
information in the Register 

e accurate and effective voter information cards Achieved 

e implement the new electoral boundaries set out in Achieved 
the 2003 Representation Order 

e improve enquiries system for timely responses to Achieved 


the public and provide a separate service for 
candidates and parties (was recorded under the 
third strategic outcome in the 2003-2004 Report on 
Plans and Priorities ) 
Other key commitments 
e develop print, radio, television and Internet Achieved 
advertising specifically for each of several target 
groups: youth, members of ethnocultural groups, 
Aboriginal electors, electors using special ballots and 
the general electorate; all advertising completed and 
ready to run in 2003-2004 
e upgrade and improve activities for our information Achieved 
technology infrastructure and mission-critical 
systems 
e train newly appointed returning officers and upgrade Achieved 
the skills and knowledge of experienced returning 
Officers 


We measure our overall performance in being ready for electoral events, and improving 
our delivery of them, by the extent to which we provide: 


Q trained staff and election officers, and up-to-date electoral processes, systems, 
databases and materials that are ready for any electoral event 

Q processes that are cost-effective and respond to the concerns of stakeholders 

Our evaluations of the 2000 general election indicated four areas as priorities for our 

2003-2004 event-readiness planning: the quality of the lists of electors and the voter 


information cards sent to all registered electors, communications with electors and 
responding to enquiries from the public. 


We will measure the effectiveness of these priorities by comparing the information from 
the 2000 general election with the 2004 general election. 
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During the past year, we worked on the assumption that our readiness plans and 
projects for technological improvements would converge on March 31, 2004 — the date 
for completing major changes to systems for implementation in the next general 
election. We met our target. 


Lists of electors 


A comprehensive, accurate and up-to-date National Register of Electors is at the heart 
of our election readiness. Improving the coverage and currency of the lists of electors 
produced from the Register will result in fewer electors having to revise their information 
during an electoral event or to register on election day. The outcome will facilitate voting 
for Canadians and improve the efficiency of the electoral process. 


By our electoral readiness deadline of March 31, 2004, Elections Canada had an 
estimated 95% of electors on the list, with at least 81% at the correct address, 
exceeding both our quality targets (92% and 77 percent, respectively). 


Overall, the list quality is much improved, principally because Elections Canada can now 
add electors based on the Canada Revenue Agency update file, after confirming 
citizenship, and add new electors and updated addresses from lists produced by 
provinces and territories during their elections. 


Elections Canada also made use, for the first time, of information in the Canada Post 
National Change of Address Program. 


In 2004, some 83% of tax filers gave consent on their 2003 income tax returns for the 
Canada Revenue Agency to provide their names, addresses and dates of birth to 
Elections Canada for updating the Register. Some 93% of new Canadian citizens 
consented to provide information for updating the Register on their Citizenship and 
Immigration Canada citizenship application forms. 


Since January 2003, over 2.4 million new electors have been added to the Register, of 
which some 1 million are youth between the ages of 18 and 24. 


Prior to 2002, tax filers were able to indicate on their income tax returns if they 
consented to allow the Canada Revenue Agency to transfer their name, address and 
date of birth information to Elections Canada to update the Register. Starting in 2002, 
following changes to the agreement between Elections Canada and the Canada Revenue 
Agency, eligible tax filers who were not already in the Register could also consent on 
their income tax returns to have their names added. We have continued to work with 
the Canada Revenue Agency on modifying the income tax form to include a separate 
check box to confirm citizenship, which would allow us to add new electors directly, 
especially young electors. 


The registration of young electors was a key priority for Elections Canada. We wrote to 
some 1.1 million young Canadians in February 2004 who had turned 18 since the 2000 
general election to remind them to make sure they are in the Register and to vote. Of 
these, 800,000 were already in the Register. An additional 300,000 youth who were not 
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in the Register received a registration kit. Of these, some 42,000 youth (or 14%) had 
consented to be added to the Register by March 31, 2004. Overall, we estimate that 
some 69% of youth aged 18 to 24 are in the Register, an improvement of more than 
10% since the 2000 general election. This is comparable to Australia, where registration 
and voting are mandatory. 


Our collaboration with provincial, territorial and municipal agencies continues to be a 
core component of the Register program, particularly as more provinces are working 
with Elections Canada, and on their own, to establish permanent registers for their 
jurisdictions. In the past year, we updated the Register using provincial lists of electors 
and Alberta driver’s licence information, acquired with the assistance of the Chief 
Electoral Officer of Alberta. 


The integration of data resulting from a joint Elections Canada and Elections Ontario 
information-gathering initiative enabled both agencies to improve data quality, minimize 
duplication of effort, realize cost savings, and most importantly, provide better service to 
the electorate. This collaboration continued throughout the October 2003 Ontario 
provincial election, and included closely coordinated technical and data support. 


Co-operation with Elections Prince Edward Island during their door-to-door confirmation 
process and their September 2003 election resulted in improved 911 civic addresses and 
elector updates being integrated into the Register. 


In Newfoundland and Labrador, data from the National Register was used to populate 
the provincial register of electors, from which the voters lists for the October 2003 
provincial election were produced. This co-operation enabled Elections Newfoundland 
and Labrador to realize cost savings. Equally important is that this partnership ensured 
that new and revised elector registrations from the provincial election were reflected in 
the National Register, resulting in improved service to electors. 


In conjunction with Elections BC, we carried out a quality audit of the National Register 
of Electors and the provincial register. The findings indicated that using the National 
Register to update the provincial voters list would enable Elections BC to add some 
700,000 electors to the provincial list. With the passage of legislative amendments to 
British Columbia’s E/ection Act in May 2004, which enable Elections BC to use data from 
the National Register to update the provincial voters list, our partnership has been 
further strengthened. The study also indicated potential weaknesses in Elections 
Canada’s data quality model, resulting in overestimation of the currency of the Register 
information. As a result, adjustments were made to the quality estimates for the 
preliminary lists of electors for the 38th general election, and a review of the model is 
planned. 


Elections Canada’s and Elections Ontario’s growing partnership with MPAC of Ontario 
enables Elections Canada to benefit from the close working relationship between MPAC 
and the municipalities, through which MPAC receives definitive addresses from the 
municipalities to populate its property assessment databases. In view of the 
authoritative nature of these data, Elections Canada is increasingly adopting MPAC’s 
addresses as the standard for Ontario addresses in the Register. 
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As a result of these data-sharing initiatives, maintaining the Register has become a 
much more collaborative effort. 


The Register has become central to our ongoing partnerships with provincial and 
municipal electoral agencies. It has also resulted in cost savings at all levels. It is 
estimated that, by March 31, 2004, the use of the Register has already saved $40 million 
at the federal level, and $31.3 million at the provincial and municipal levels. (See 

Annex A for further information.) 


Elections Canada continues to involve returning officers, political parties, provincial and 
territorial partners in discussions related to the National Register of Electors and the 
quality and coverage of lists of electors. In the past year, these stakeholders have been 
apprised and consulted on issues of strategic importance to the Register during regular 
meetings of the Returning Officer Advisory Committee, the Advisory Committee of 
Political Parties and the Advisory Committee to the National Register of Electors. 


The Chief Electoral Officer has stressed that political parties, who use lists of electors, 
now join Elections Canada in sharing responsibility for maintaining the accuracy of the 
list. 


For example, during the annual distribution of lists of electors to members of Parliament 
and registered political parties on October 15, 2003, we again asked recipients to advise 
us of any changes of address of which they became aware through mailings using these 
lists. In addition, discussions with members of the Advisory Committee of Political 
Parties indicated that the lack of change indicators and stable identifiers on the annual 
lists of electors made it difficult for them to process the information in their databases, 
resulting in dated and incorrect information for their communications with electors. In 
the October 2003 annual lists, we included indicators to highlight the nature of any 
changes made to elector information since the previous year. This marked an important 
step in improving the usefulness of the lists for these stakeholders. 


We have continued to work with returning officers to improve list quality and facilitate 
the management of the lists of electors in the returning office and completed integration 
of the data from the 2003 Returning Officer List Review assignments. These 
assignments focused on locating electors who had no assigned geocode (digital location 
code), to ensure all electors appear correctly on the preliminary lists. 


To assist returning officers in targeted revision, we set up a central registry of high- 
mobility addresses and carried out a demographic analysis of the registry coverage to 
identify areas with low registration rates. This list was provided to returning officers to 
augment their lists of dwellings for targeted revision. 


In addition to the views of returning officers and parliamentarians, Elections Canada has 
encouraged and solicited the input of scholars with expertise in electoral matters. In 
support of a 2003 study on the National Register of Electors and its coverage of electors 
carried out on behalf of the Institute for Research on Public Policy, Elections Canada 
provided the principal investigator with access to existing data and research. 
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As reported last year, we completed a new version of the REVISE field registration and 
list production system. The most notable improvement to REVISE is the added ability to 
complete transfers of elector information from one electoral district to another. This 
gives every returning officer the most accurate list of electors possible, and reduces the 
number of duplicate records. Through detailed address ranges (called “poll keys”), 
REVISE also enables us to locate electors easily within an electoral district and polling 
division. Returning officers can modify address ranges within REVISE as necessary, to 
reflect addressing changes, new developments or new buildings, or to correct errors. As 
a result, the system can inform electors of their correct polling stations instantly, and 
with a much smaller margin of error. 


The improvement of address and geographic information continued to be a priority for 
the Register. More than 750,000 mailing addresses were updated, particularly through 
the conversion of rural route or general delivery addresses to municipal-style addresses. 
We consulted with the Advisory Committee of Political Parties about this project. 


These changes included corrections of street and place names, as well as updates to 
take into account recent municipal amalgamations and 911 addressing initiatives. Work 
to have elector addresses reflect locally recognized and correct Canada Post mailing 
place names has continued. The updates have made the list more consistent and closer 
to local standards of use. Improvements to postal code accuracy have also increased the 
deliverability of voter information cards across the country. During the summer of 2003, 
the correction of existing street and place name inconsistencies by a team of 15 summer 
students resulted in some 200,000 address updates. 


The assignment of electors to their proper electoral districts and polls, particularly as a 
result of the recent redistribution, remains a priority. A special initiative involving 
returning officers in March 2004 served to locate more than 100,000 electors who would 
otherwise have been unassigned to any preliminary list of electors. Updates to Elections 
Canada’s geographic database, improvements in geocoding software and the use of a 
manual geocoding process also served to reduce the number of electors affected to 
about 65,000. Plans were made to write to the remaining unassigned individuals during 
the election to assist them to register to vote. 


Correspondence tables of postal codes for the new 308 electoral districts under the 2003 
Representation Order were provided to political parties in December 2003 to help them 
prepare for an election with the new boundaries. Feedback from the political parties 
allowed us to improve our data for elector geocoding in anticipation of the 38th general 
election. It also served to update phone and Web systems to be used by electors during 
the general election to verify where they should vote. 


46 soe more information on the Register of Electors, CLICK: 
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Voter information cards 


To see whether we could increase the effectiveness of the voter information card, a 
comparative analysis was conducted during the fall 2002 by-election held in Berthier— 
Montcalm and Lac-St-Jean—Saguenay. This analysis clearly demonstrated the superiority 
of the reminder card over the householder in alerting electors to an ongoing electoral 
event. 


In light of this, the reminder card has become a key element of Elections Canada’s 
communications strategy during electoral events. In the three by-elections held during 
the period covered by this report, reminder cards were distributed to all households on 
days 19, 18 and 17 before election day. Call volume measurements taken in each 
electoral district office confirmed the significant impact of the reminder card. In 
preparation for the 38th general election, we designed a trilingual reminder card that 
added a panel with information in Inuktitut for electors in northern Canada to the 
standard English and French version. 


The proportion of voter information cards that are returned as undeliverable is one 
measure of the accuracy of the lists used to produce them. For all 12 by-elections held 
after the 2000 general election, only 2.2% of cards were returned, according to returning 
officers’ reports. In March 2003, we integrated the computer applications that manage 
the lists of electors and the production of voter information cards into a new application 
for returning offices. 


Advertising campaigns 


During the year, we finished testing and developing the creative concepts and messages 
of all our advertising products for print, radio, television and the Internet, including 
advertising campaigns directed to youth, Aboriginal electors and the general electorate, 
in preparation for the next general election. 


Consultation with youth focus groups guided the redesign of the Young Voters section of 
the Elections Canada Web site, a key component of our outreach activities. We 
consulted Aboriginal focus groups, which included Elders and young people, to test 
elements of our advertising campaign to reach Aboriginal electors. Their response 
brought about realignment of the creative concepts and messages of that campaign, 
including print, radio and collateral publications. We continued additional work on the 
advertising campaigns directed to electors using special ballots and members of 
ethnocultural groups. For Canada’s ethnocultural communities, we developed a detailed 
strategy for a multilingual, multimedia campaign, based on research conducted by an 
agency that specializes in multicultural advertising. 
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Other event-readiness projects 


The National Geographic Database — maintained jointly with Statistics Canada — is a 
digital road map of Canada, with street names and address ranges, and is used for 
automated mapping, supporting redistribution and assigning electors to electoral 
districts and polling divisions to produce the voter information cards. In 2003-2004, we 
increased the proportion of electors who are georeferenced — that is, assigned to a point 
on a map — to 87%, from 82% last year and 65% before the 2000 general election. 


This improvement stems from our co-operation with Statistics Canada and provincial 
electoral agencies and municipalities, which have provided us with street and address 
information from their map holdings, as well as refinements to elector addresses made 
in collaboration with returning officers. 


In preparation for the 2004 general election, we produced 69,752 original maps, with 
geographical documents, from which we produced more than 546,803 copies for use in 
all the ridings. To meet candidate requirements for maps and documents, returning 
officers reproduce the material as required. As of March 31, 2004, Elections Canada 
made revised maps and atlases available to returning officers, members of Parliament 
and political parties. The maps and documents reflected the results of the recently 
completed redistribution, in which changes were made to the boundaries of 87% of the 
existing ridings. 


We have provided computer-readable versions of all our maps to the political parties, 
better serving their needs and reducing the amount of paper used. We expect the trend 
away from paper and toward the use of digital maps to continue. 


Modern technology, as applied to the National Register, digitized mapping and office 
functions, is helping us to serve Canadians more effectively than in the past. Although 
electors may not be aware of improvements to our internal processes, Canadians benefit 
indirectly from the increased efficiency in returning offices that results from extensive 
use of new information technology. Every process we automate, for example, means 
that returning office staff have more time for direct client service. During 2003-2004 
we: 


Q provided call centre staff with a new software application called GEOVIEW, so that 
they can use our geographic database to locate electors and direct them to the 
correct polls; returning officers used the same application in pre-event geography 
assignments 


Q upgraded and standardized desktop software at all locations, greatly improving our 
ability to communicate electronically with each other and with our clients; 
workstations for all Elections Canada staff now use Windows 2000, and a new e-mail 
system is standard for returning offices, field liaison officers and Ottawa staff 


V. Elections Canada’s Strategic Outcomes 31 


In addition to calling on our own information technology resources, Elections Canada 
worked closely with a variety of technology partners to prepare for the 2004 general 
election, taking advantage of the expertise available in the private sector. For example, 
Elections Canada’s Internet services were outsourced to a private Internet service 
provider. Through this partnership, we are establishing best practices and improving the 
delivery of services and information through the Web to employees, returning office 
staff, the public, political entities and other stakeholders. 


To support the transparency of the electoral process, Elections Canada publishes 
registration and financial information for all political entities — not only for political 
parties and candidates in a general election, but also for electoral district associations, 
leadership contestants and nomination contestants. New Web-based applications make 
this information readily available on the Elections Canada Web site through simultaneous 
access to several comprehensive databases. Researchers, journalists and other 
Canadians can search for registration, financial or contact information, either for 
particular political entities or for whole electoral events. Unlike earlier reporting tools, 
the application does not require users to customize it in advance; intuitive search terms 
also allow for easy, quick access to relevant information. 


All our election material — updated, prepared and warehoused between events — was 
ready and delivered on time for the three by-elections and was ready to deploy for the 
38th general election. 


For readiness activities related to political entities, please refer to the first strategic 
outcome (Electoral event delivery and political financing, on page 18). 


Training and supporting returning officers 


Returning officers are entrusted with the important responsibility of conducting electoral 
events in their electoral districts. Ensuring that returning officers have the training and 
support necessary to provide the best possible service to electors is an ongoing 
endeavour. 


The accelerated implementation of the new representation order under Bill C-5 
necessitated further recruitment and training of returning officers; a new returning 
officer had to be appointed for each electoral district where the boundaries changed. 
Under the new order, we trained 124 new returning officers and scheduled 123 
returning officers for our complete eight-day training program, 69 for our intensive five- 
day program and two for a condensed three-day training session. 


A massive training effort was required to achieve our March 31 readiness date. 
Approximately 50 trainers conducted comprehensive three-day training sessions to 
prepare 872 election officers (returning officers, assistant returning officers and 
automation coordinators) on the new systems and recent developments in electoral law 
and administration. The election officers collectively received some 20,000 hours of 
training. People were scheduled six days a week, over a period of five weeks, with six 
classes running simultaneously. 
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Following the pre-event training sessions, we completed a thorough review of the 
evaluation summaries received from the participants. 


Q The training of returning officers and assistant returning officers comprised 
29 modules (English and French). The average score on the post-course evaluation 
was 85.5%. The score was higher than expected, considering the number of 
modules and the number of different trainers. 


Q_ The training of automation coordinators comprised 32 modules (English and French). 
The average score on the post-course evaluation was 90%, again exceeding 
expectations, given the intensive level of hands-on training and comprehension 
required. ) 


Q Instructors were highly rated for their preparation and strong subject-matter 
expertise. Trainees rated the overall quality of instruction at 92% and found that 
instructors were very attentive to participant needs. 


In spring 2003, Elections Canada began to refresh a number of training kits that form 
the basis of training programs for election workers (e.g. central poll supervisors, deputy 
returning officers, poll clerks, revision supervisors and revising agents). Our objectives 
were to ensure that the training and training materials applied key principles of adult 
education and to develop an integrated approach to our training material for these 
positions. Reaction was very positive with recipients praising the quality of the material. 


In September 2003, Elections Canada retained the services of 24 field liaison officers (all 
former returning officers). Modelled on the successful use of liaison officers by Elections 
Ontario, and the “personnes-ressources” of the Directeur général des élections du 
Québec, the role of field liaison officers was to improve the quality of services and to 
ensure uniformity in service delivery among returning officers across the country. We 
organized three orientation sessions for field liaison officers in October and December 
2003 and March 2004. These officers played a leading role in the accelerated 
implementation of the new representation order by coaching new returning officers, 
undertaking personal follow-up, helping train returning officers, and generally monitoring 
activities in the electoral districts, giving Elections Canada a greater presence in the field. 


Public enquiries tools 


Our 2004-2005 Report on Plans and Priorities includes plans for continued attention to a 
partly met 2003-2004 commitment. We have completed our study aimed at developing 
public enquiries training tools and faster systems with much greater capacity. Elections 
Canada has established partnerships in this area with the Canada Enquiry Centre, 
Elections Ontario and the Ontario Municipal Property Assessment Corporation (MPAC). 
On the question of candidates and parties, Elections Canada introduced a separate 
telephone Candidates and Parties Support Line on August 1, 2003, and informed the 
Advisory Committee of Political Parties about this service. 
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We designed and implemented a new Voter Information Service (VIS) in time for the 
2004 general election. This type of automated system is widely used in the private 
sector, but the VIS is the first in the public sector. The VIS integrates voice and Web 
technologies to guarantee prompt and uniform information services on a 24-hour basis. 


The advantages and features of the Elections Canada VIS include toll-free voice 
response or Web access to 11 frequently asked questions and bilingual prompts for 
callers with telephone keypad navigation. A team of 240 VIS information officers was 
jointly created by Communications Canada/Public Works and Government Services 
Canada, MPAC of Ontario and Elections Ontario, to answer more complex questions and 
provide technical assistance. The VIS can process hundreds of telephone enquiries per 
second, while the Web component can handle thousands of simultaneous information 
requests. 


The goal of the VIS is to handle 30% to 40% of all Elections Canada-related public 
enquiries. The system is designed to facilitate future expansion in terms of both volume 
of enquiries and services offered. 


New electoral boundaries 


Elections Canada prepared returning officers for the new electoral boundaries, while also 
working with data for the former 301 electoral districts, in preparation for a possible 
election. Following proclamation of the 2003 Representation Order, Elections Canada 
published maps reflecting the new electoral boundaries resulting from the readjustment 
process. 


Under the Electoral Boundaries Readjustment Act, a new representation order comes into 
force at the first dissolution of Parliament occurring one year after its proclamation. The 
2003 Representation Order was to come into force August 25, 2004. However, the 
possibility of an election before August 25, 2004, prompted several members of 
Parliament to argue that the next general election should reflect demographic reality by 
following the new representation order. The Chief Electoral Officer advised Parliament 
that Elections Canada could be ready for an election under the new representation order 
by April 1, 2004. To do this, Elections Canada would have to complete conversion of data 
from the National Register of Electors and the National Geographic Database, adjust 
polling division boundaries, prepare maps and products for political parties and 
candidates, and complete the transposition of votes and the training of new returning 
officers by that time. 


However, as the Chief Electoral Officer indicated in a July 2003 letter to Peter Adams, 
Chair of the House of Commons Standing Committee on Procedure and House Affairs, in 
order to change the effective date of the representation order, the legislation would have 
to be modified. 


On September 15, 2003, the Government introduced Bill C-49, which made the 
representation order effective on the first dissolution of Parliament on or after April 1, 
2004, pending referral to the House of Commons Standing Committee on Procedure and 
House Affairs. The Committee called on the Chief Electoral Officer to testify on the matter 
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on September 25, 2003. The Chief Electoral Officer testified his Office had been ready to 
conduct an election based on 301 electoral districts since March 31, 2003, with enhanced 
systems and services. He further stated that the office would implement the 
requirements of Bill C-24 by January 1, 2004, and that if Bill C-49 were adopted, the 
Office would be ready to conduct a general election with 308 electoral districts by April 1, 
2004. The Committee returned the bill to Parliament with an amendment. The legislation 
was re-introduced in the Third Session of Parliament on February 11, 2004, as Bill C-5; 
on February 25, 2004, the Chief Electoral Officer testified again, this time before the 
Standing Senate Committee on Legal and Constitutional Affairs. Bill C-5 received royal 
assent on March 11, 2004. 


Bill C-5 represented a one-time change, rather than a permanent amendment to the 
Electoral Boundaries Readjustment Act. Electoral district associations, which were 
required to register under the previous representation order (with 301 seats) were also 
required to pre-register under the new representation order. 


In addition to providing for a general election to be held with 308 electoral districts as 
early as April 1, 2004, Bill C-5 factored in the new electoral financing provisions of 
Bill C-24, by allowing for the pre-registration of electoral district associations. 


3. Public education and information, and support for 
stakeholders 


To provide timely and high-quality public education and information 
programs, and assurance that support on electoral matters is available to 


the public, parliamentarians, federal electoral boundaries commissions, 
partners and other stakeholders 


Context and background 


Our education and information programs concentrate on making the electoral system 
and processes more easily understood by the general public, and on reaching out to 
electors whose participation rates in voting have been historically lower than that of the 
electorate generally. 


For our public education, information, and support activities, Natural Resources Canada’s 
mapping specialists assisted us by verifying boundary descriptions for redistribution. 


Resources used 


Financial information 
($ thousands) 


Planned spending: $11,359 
Total authorities: $14,816 
Actuals: $14,751 
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Outcomes achieved 


3. Public education and information, and support for stakeholders: 
Summary of performance against plans 


2003-2004 commitments 2003-2004 performance 


2003-2004 Report on Plans and 
Priorities commitments 


e provide professional, technical, financial Achieved 
and administrative support to the 
10 independent federal electoral 
boundaries commissions 


e improve communications with electors Achieved 
e improve enquiries system for timely (is now reported under the second strategic 


responses to the public outcome) 


We measure our performance in offering public education and information programs and 
support on electoral matters by the extent to which we: 


OQ make electoral processes better known to the public, particularly those persons and 
groups most likely to experience difficulties in exercising their democratic rights 


Q provide stakeholders with access to timely and high-quality information, advice, 
products and support in accordance with established standards 


In our Report on Plans and Priorities for 2003-2004 we established three priorities for 
this strategic outcome: improving communications with electors, improving the enquiries 
system to respond more effectively to the public and supporting the 10 independent 
federal electoral boundaries commissions. 


Public education and information 


Our public education priority helps to increase the public’s awareness of Canada’s 
democratic heritage and of the electoral process. As part of our continuing activities, we 
upgraded our Web site with new technologies and content, particularly the modules for 
electoral events, election night results and the news media. Our site now receives some 
5,472 unique visits on an average day. The content is also consistent with the 
information available on the automated Voter Information Service (VIS). 


Following the 2000 federal election, in which voter turnout declined to just over 64%, 
Elections Canada commissioned a major research study on voting and non-voting 
behaviour. That study was published in March 2003. To encourage other researchers to 
make further use of the results, the complete data set was made available on our Web 
site in June 2003. 
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One of the most troubling aspects of the recent decline in voter turnout is the degree to 
which it is concentrated among the youngest generations. Although the decline in 
turnout has many causes, some evidence suggests that Elections Canada can help by 
increasing voter education activities directed to this age group. In 2002-2003, we began 
to develop an action plan and in 2003-2004 we implemented a series of projects to 
make young people aware of the importance of exercising their right to vote. 


Q Elections Canada took steps to raise awareness and build allies by meeting youth 
organizations and student leaders, and bringing together youth and sectors 
interested in youth voting when we hosted the 2003 Symposium on Electoral 
Participation in Canada at Carleton University and the 2003 National Forum on 
Youth Voting. 


Q Weare developing or supporting a number of initiatives in partnership with other 
organizations, leveraging their expertise and level of contact with young voters. 
Some examples follow. 


o With the Canada Post Corporation, we planned to assist young people with 
registration during the 2004 general election. Through the 7m Mailing My Vote! 
initiative for special mail-in ballots, Canada Post would fax completed 
applications directly to Elections Canada. Postal outlets near areas with high 
student populations were chosen to participate. 


o We supported Rush the Vote, an organization that encourages youth voter 
turnout through musical events. Elections Canada was a partner for three Rush 
the Vote concerts: in Ottawa in April 2003, in Toronto in September 2003, and in 
Edmonton on April 2, 2004. 


Outreach was not limited to eligible voters; getting youth involved before they can 
legally vote is a promising avenue toward raising voting levels in the future. Games, 
links and other resources on our youth site target Canadians under 18 years of age. 


Q Werana “Your Vote ... Your Voice” contest in 2003 for students in Grades 10-12 
(Secondary IV, V and CEGEP in Quebec), in co-operation with Cable in the 
Classroom. We challenged students to create 30-second public service 
announcements on the importance of voting, and provided teachers with tools and 
materials for teaching about democracy and elections. We received 108 entries. The 
13 winning teams, from 10 provinces and one territory, received prizes donated by 
private-sector sponsors, as did each winning team’s teacher and school. The Chief 
Electoral Officer took part in a ceremony held in the school of the winning team 
from Nova Scotia, the Flexible Learning and Education Centre in Bedford, to launch 
the new Young Voters site and announce the contest winners in February 2004. 


We made sure that our mainstream election advertising campaign for the general 
election was particularly sensitive to youth, as well as older electors, by consulting three 
distinct age groups: 16-19, 20-24 and 25-50-year-olds about the tone, language, 
messages and visual images. We also developed partnerships with the Canadian 
Federation of Students, the Fédération étudiante universitaire du Québec, the New 
Brunswick Student Alliance and the Canadian Alliance of Student Associations to produce 
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an information poster and distribute information on campuses for the next general 
election. 


“8 For the Young Voters section of our Web site, CLICK: 


RR ETES 


Aboriginal electors 


Elections Canada is striving to make the federal electoral process more welcoming to 
Aboriginal people, and to encourage their electoral participation. This has been a two- 
way process of learning about the unique needs of Aboriginal electors, and delivering an 
active outreach strategy through key contact points: band chiefs, band council offices, 
friendship centres, Elders, high schools and Aboriginal business leaders. 


Two key consultations helped us to hear the voices of Aboriginal communities. Since the 
fall of 2003, the Chief Electoral Officer has met at least once with the leaders of each of 
the national Aboriginal associations — the Assembly of First Nations, the Congress of 
Aboriginal Peoples, the Métis National Council, the Inuit Tapiriit Kanatami, the Native 
Women’s Association of Canada, the National Aboriginal Women’s Association and the 
National Association of Friendship Centres. These meetings were a valuable opportunity 
for dialogue and information sharing. In January 2004, Elections Canada and the 
Canadian Centre for Indigenous Research, Culture, Language and Education at Carleton 
University hosted a round table on Aboriginal youth and the federal electoral process, to 
develop an understanding of factors that influence decisions to vote, and to explore 
options for both Elections Canada and Aboriginal communities to improve participation. 


Elections Canada’s many field programs focus on allowing Aboriginal groups and 
individuals to become more involved in the electoral process and bring a better presence 
to the polls. In one program, Aboriginal community relations officers help returning 
officers better serve the Aboriginal electors in their ridings by helping with targeted 
revision, identifying appropriate polling locations, recruiting and training staff, and 
informing the returning officers about issues of concern to the Aboriginal community. 
The number of electoral districts taking advantage of this program rose from 52 in the 
2000 election to 122 in 2004, an increase of 135%. 


We are further promoting the involvement of Aboriginal individuals in the electoral 
process through a program that brings Elders and youth to polling stations to assist, 
interpret for, and provide information to Aboriginal electors; returning officers are 
encouraged to appoint Aboriginal persons to work as election officers at predominantly 
Aboriginal polls. We encourage returning officers to place polls in Native Friendship 
Centres where possible. We also worked with band councils to make the voting process 
accessible by placing polling stations on or near reserves where appropriate. 


Finally, Elections Canada has taken steps to reach Aboriginal voters in their own 
languages, through the Spirit Creative agency, which prepares messages in community 
newspapers and on radio stations and the Aboriginal Peoples Television Network in 
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English, French and Inuktitut. The texts of major elements of the campaign are available 
in 10 additional Aboriginal languages. 


In addition to the various reports and studies mentioned earlier in this report, we 
published three issues of E/ectoral Insight, focusing on youth participation in elections 
(July 2003), Aboriginal participation in elections (November 2003) and persons with 
disabilities and elections (April 2004). 


sie FOr a full list of our publications, CLICK: 
http: 


Support to Parliament, boundaries commissions and other stakeholders 


In 2003-2004, the Chief Electoral Officer and members of his staff appeared before the 
Standing Committee on Procedure and House Affairs, as well as the Standing Senate 
Committee on Legal and Constitutional Affairs, to address and answer questions on 

Bill C-24, An Act to amend the Canada Elections Act and the Income Tax Act (political 
financing). This bill proposed the most notable changes to the regulation of political 
financing at the federal level since the provisions enacted in 1974 by the Election 
Expenses Act. In addition, the CEO also appeared before both committees to address 
and answer questions on Bill C-49 (which was reintroduced and passed as Bill C-5 re: 
implementation of the new representation order) and Bill C-3 (re: political party status). 


The Chief Electoral Officer appeared once before the Standing Committee on Procedure 
and House Affairs, to discuss our Main Estimates for 2004-2005, and once before the 
Subcommittee on Electoral Boundaries Readjustment, to discuss improvements to the 
readjustment process. 


In 2003-2004, we continued to provide professional, technical, financial and 
administrative support to the 10 independent electoral boundaries commissions while 
they established new electoral district boundaries. The boundaries reflect population 
growth and shifts revealed by the 2001 Census. As a result of our support, the 
commissions had better information on which to base their decisions. To measure the 
effectiveness of our support, we undertook a post-readjustment evaluation in September 
2003, with input from the electoral boundaries commissions. The report is expected to 
be tabled in the fall of 2004. 


The effectiveness of our services is illustrated by comments made at the post-event 
conference for electoral boundaries commissions held on September 17, 2003: 


"We at the Commission ... had absolutely excellent co-operation from many 
people at Elections Canada ... I cant think of anything they could have done to 
make our task easier while being absolutely correct about allowing us to act as 
we wished. ” 


"T would also like to thank the members of Elections Canada ... who always 
provided the Commission ... with flawless support.” 
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"JT cannot imagine doing the work without the expertise and co-operation of 
these people. We could not have asked for an organization more dedicated to 
our commission’s well-being. ” 


Yj For the Federal Representation 2004 section of our Web site, CLICK: 
http://www.elections.ca/scripts/fedrep/main_e.htm. 


International activities 


Elections Canada plays an active role on the international scene. The number and range 
of requests for assistance and participation have increased in proportion to the rapid 
unfolding of democratic events in many countries. Our involvement takes a number of 
forms, both bilateral (between governments) and multilateral (through regional, 
international and multilateral intergovernmental agencies and non-governmental 
organizations that promote democratic development). 


Our activities have ranged from providing technical aid and advice, and election 
documents and accessories, to distributing information on the Canadian electoral system 
to foreign delegations visiting the country. Some examples of these activities are cited 
below. 


Q Funded by the Canadian International Development Agency through Elections 
Canada, the Elections and Registration in Afghanistan Project supports the 
Transitional Islamic State of Afghanistan and the United Nations Assistance Mission 
in Afghanistan in preparing for national elections in 2004. The International 
Foundation for Election Systems (IFES) is the implementing organization for this 
initiative. 

Q In January 2004, Elections Canada began partnering in Phase Two of the 
Administration and Cost of Elections (ACE) Project with the International Institute for 
Democracy and Electoral Assistance, IFES, the United Nations Department of 
Economic and Social Affairs, the Instituto Federal Electoral of Mexico and the United 
Nations Development Programme. The ACE Project is an on-line publication that 
contains comprehensive information on organizing elections, which will be 
restructured and revised to reflect advances in the field of electoral administration 
made since the site was first launched in 1997. New features are also planned to 
reflect a new vision for the site as a knowledge base, a capacity-development tool 
and a professional networking mechanism. 


Q During the year 2003-2004, Elections Canada officials met with representatives from 
Indonesia, Mali, Armenia, Benin, Japan, Republic of Philippines, United Kingdom, 
Kyrgyz Republic, U.S.A., Latvia, Guatemala, Nigeria, Ukraine, Cote d’Ivoire, France 
(La Francophonie). 


i sale) more information about our international activities, CLICK: 


40 Office of the Chief Electoral Officer 


Annexes 


A. Financial performance 


Financial performance overview 


The following graph shows the cumulative costs avoided by using the National Register 
of Electors, comparing our original business case for the Register to the actual and 
projected results. The savings apply only to federal general elections, and do not include 
further savings realized by the municipal and provincial partners with whom we share 
data. Hypothetical dates for future general elections are given here merely to provide 
consistent points for data comparison. As the graph indicates, we recovered our initial 
investment at the 2000 general election, rather than the one after that. 


In addition to providing savings at the federal level, the Register has become central to 
ongoing partnerships with provincial electoral agencies. Savings already realized at the 
provincial and municipal levels are estimated at $31.3 million: 


Q In Ontario, Register data were used for the last two provincial general elections, 
saving $23 million, and the last two province-wide municipal elections, saving 
$6 million. 


Q Newfoundland and Labrador reports that it is saving about $1.1 million over a four- 
year period because the province now uses the federal Register and no longer 
carries out an enumeration. 


Q The City of Winnipeg also used Register data at its last two elections, with a total 
savings of $1.2 million. 


In addition, Elections BC has estimated that it will be able to save taxpayers some 
$11 million at the next election by merging the federal and provincial registers, instead 
of conducting an enumeration. 
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Projected Cumulative Cost Avoidance of Using 
the National Register of Electors 
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Fiscal Year / Election Year 
- G.E. means general election. 


-Graph represents savings at federal level and for general elections only. 
-Savings at provincial and municipal levels are excluded. 


Financial summary tables 


Funding authorities 

Elections Canada operates under two funding authorities: an annual appropriation 
(which essentially provides for the salaries of permanent full-time staff) and the 
statutory authority (which provides for all other expenditures). 


Table 1: Financial requirements by authority ($ thousands) 


2003-2004 
Planned Total 
Vote Authority spending authorities Actual 
20 Program expenditures 12,868 13,660 13,401 
(S) Salary of the Chief Electoral Officer 209 218 218 
(S) Expenses of elections 34,149 91,396 91,396 
(S) Contributions to employee benefits plan 2,583 4,736 4,736 
Total 49,809 110,010 109,751 


(S) means that an item is authorized by statutory authority. 


42 Office of the Chief Electoral Officer 


Table 2: Agency planned vs. actual spending by funding authority, 


2003-2004 ($ thousands) 
Full- Oper- Capital Voted Subtotal: Statutory Total Less: Total 
Funding time ating grants Gross payments Gross Respend- net 
authority equiv- and voted expend- able expend- 
alent contri- expend- itures revenues itures 
butions itures 

Administration 
Planned 210 15,660 15,660 15,660 15,660 
spending 
Total 214 © 18,614 18,614 18,614 18,614 
authorities 
Actuals 200 18,355 18,355 18,355 18,355 
Elections and referendums 
Planned 96 34,149 34,149 34,149 
spending 
Total 201 91,396 91,396 91,396 
authorities 
Actuals 152 91,396 91,396 91,396 
Totals 
Planned 306 15,660 15,660 34,149 49,809 49,809 
spending 
Total 415 18,614 18,614 91,396 110,010 110,010 
authorities 
Actuals 352 18,355 18,355 91,396 109,751 109,751 


Other revenues and expenditures: 
Non-respendable revenues 


Planned 2 
Total authorities = 
Actuals : 
Cost of services provided by other departments? 
Planned 3,298 
Total authorities 3298 
Actuals 4,902 
Net cost of the program 
Planned 53,107 
Total authorities 113,308 
Actuals 114,653 


NOTES: numbers in italics are actual total authorities (Main and Supplementary Estimates and other authorities). 
Numbers in bold type are actual expenditures and revenues. 


Operating includes contributions to employee benefits plan and the salary of the Chief Electoral Officer. 


1 The cost of services provided by other departments is the total amount of authorities and actuals reported to us by those 
departments for the following items: the cost of accommodation by Public Works and Government Services Canada, employee 
benefits covering the employer’s share of insurance premiums paid by the Treasury Board Secretariat and the employer’s 
portion of workers’ compensation payments paid by Human Resources Development Canada, and the cost of legal services 
provided by the Department of Justice Canada. 


Table 3: Historical comparison of total planned spending to actual spending 


($ thousands) 
2003-2004 
Actual Actual Planned Total 
Funding authority 2001-2002 2002-2003 spending authorities Actual 
Administration 14,304 17,912 15,660 18,614 18,355 
Elections and referendums 35; 252 55,674 34,149 91,396 91,396 
Total 49,556 73,586 49,809 110,010 109,751 
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Table 4: Statutory payments by funding authority ($ thousands) 


Actual Actual 
Funding authority 2001-2002 2002-2003 
Administration 2,629 5,384 
Elections and referendums 35,252 55,674 
Total statutory payments 37,881 61,058 


2003-2004 
Planned Total 
spending authorities Actual 
2,792 4,954 4,954 
34,149 91,396 91,396 
36,941 96,350 96,350 


In Table 5 below, transfer payments incorporate the following factors: 


Q Prior to January 1, 2004, a candidate who was elected or received at least 15% of 
the valid votes cast at an election was entitled to a reimbursement of 50% of actual 
paid election expenses and paid personal expenses to a maximum of 50% of the 


Q 


election expenses limit. 


A registered party was eligible for reimbursement in the amount of 22.5% of its paid 
election expenses if the party obtained 2% or more of the total number of valid 
votes cast nationally, or 5% of the valid votes cast in those districts where the party 


sponsored candidates in an election. 


The Act provides for a subsidy to be paid directly to the candidate’s auditor, upon 
confirmation of compliance with the relevant provisions of the Act. If the subsidy 
paid to the auditor by the Receiver General is less than the total fee charged by the 
auditor, the candidate is responsible to pay the excess. The subsidy cannot exceed 
3% of the election expenses of the candidate to a maximum of $1,500, nor can the 


payment be less than $250. 


As a result of the implementation of Bill C-24, a registered political party that 
receives at least 2% of the valid votes cast nationally, or 5% of the valid votes cast 
in the electoral districts in which it endorsed a candidate, is eligible for a quarterly 
allowance which, for the entire year, amounts to $1.75 per valid vote received by 
the party in the previous general election. For 2004, the first year that the allowance 
came into effect, qualifying parties received an amount representing all four 
quarterly payments in a single payment made in January 2004, under the 


transitional provisions of Bill C-24. 


Table 5: Transfer payments ($ thousands) 


Actual Actual 

Other transfer payments 2001-2002 2002—2003 
Candidates 361 632 
Political parties (165) (8) 
Candidate’s auditors (134) 23 
Allowance to eligible = - 
registered political parties 

Total transfer payments 62 647 


2003-2004 
Planned Total 
spending authorities Actual 
- 255 255 
- 21,993 21,993 
- 22,248 22,248 
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B. Financial statements 


Management Responsibility For Financial Statements 


Responsibility for the integrity and objectivity of the accompanying financial statements for the 
year ended March 31, 2004 and all information contained in this report rests with the 
management of the Office of the Chief Electoral Officer. 


These statements have been prepared by management in accordance with Canadian generally 
accepted accounting principles, using management's best estimates and judgements where 
appropriate. These statements should be read within the context of the significant accounting 
policies set out in the Notes. 


Management has developed and maintains books, records, internal controls and management 
practices, designed to provide reasonable assurance that the Office’s assets are safeguarded 
and controlled, resources are managed economically and efficiently in the attainment of corporate 
objectives, and that transactions are in accordance with the Financial Administration Act and 
regulations, the Canada Elections Act, the Referendum Act, the Electoral Boundaries 
Readjustment Act and the Constitution Acts. Management is also supported and assisted by a 
program of internal audit services. 


The Auditor General of Canada, an independent auditor, has audited the transactions. and the 
financial statements and issued the attached auditor’s report. 


— ° . 7 s 
J@an-Pierre Kingsley Janice Vézina 


Chief Electoral Officer of Canada Senior Director, Election Financing 
and Corporate Services 


Ottawa, Canada 
September 10, 2004 
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Auditor General of Canada 
Vérificatrice générale du Canada 


AUDITOR’S REPORT 


To the Speaker of the House of Commons 


| have audited the statement of financial position of the Office of the Chief Electoral Officer as at 
March 31, 2004 and the statements of operations, equity and cash flow for the year then ended. 
These financial statements are the responsibility of the Office’s management. My responsibility is 
to express an opinion on these financial statements based on my audit. 


| conducted my audit in accordance with Canadian generally accepted auditing standards. Those 
standards require that | plan and perform an audit to obtain reasonable assurance whether the 
financial statements are free of material misstatement. An audit includes examining, on a test 
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also 
includes assessing the accounting principles used and significant estimates made by 
management, as weil as evaluating the overall financial statement presentation. 


In my opinion, these financial statements present fairly, in all material respects, the financial 
position of the Office as at March 31, 2004 and the results of its operations and its cash flows for 
the year then ended in accordance with Canadian generally accepted accounting principles. 


Further, in my opinion, the transactions of the Office that have come to my notice during my audit 
of the financial statements have, in all significant respects, been in accordance with the Financial 
Administration Act and regulations, the Canada Elections Act, the Referendum Act and the 
Electoral Boundaries Readjustment Act. 


Sheila Fraser, FCA 
Auditor General of Canada 


Ottawa, Canada 
September 10, 2004 
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OFFICE OF THE CHIEF ELECTORAL OFFICER 


Statement of Financial Position 
As at March 31 


(thousands of dollars) 


2004 2003 
ASSETS 
Financial assets 
Accountable advances $ 4 $ 7 
Due from the Consolidated Revenue Fund 14,189 10,904 
Receivables 
- from external parties 4 47 
- from government departments and agencies (Note 7) 614 2,608 
Total financial assets 14,811 13,566 
Non-financial assets 
Prepaid expenses (Note 11) 16,984 403 
Consumable supplies 5,448 5,259 
Capital assets (Note 4) 14,873 8,203 
Total non-financial assets 37,305 13,865 
Total $52,116 $27,431 
LIABILITIES 
Current liabilities 
Accounts payable and accrued liabilities 
- to external parties $9,830 $7,442 
- to government departments and agencies 3,727 3,238 
Accrued employee salaries and benefits 1,250 590 
Provision for vacation leave 1,089 854 
Deposits from political candidates 4 16 
Total current liabilities 15,900 12,140 
Long-term liabilities 
Capital lease obligations (Note 5) 74 129 
Employee severance benefits obligation (Note 6) 2,541 2,294 
Total long-term liabilities 2,615 2,423 
Total Liabilities 18,515 14,563 
EQUITY 33,601 12,868 
Total $52,116 $27,431 
Commitments and contingencies (Note 8) 
The accompanying notes are an integral part of the financial statements. 
Approved by: 
hair z Gh ynited Veyers) 
ean-Pierre Kingsley Janice Vézina 
hief Electoral Officer of Canada Senior Director, Election Financing 
and Corporate Services 
Annexes 
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OFFICE OF THE CHIEF ELECTORAL OFFICER 
Statement of Operations 
For the year ended March 31 


(thousands of dollars) 


2004 

EXPENSES 
Salaries and benefits $35,278 
Professional services 20,076 
Advertising, publishing and printing 9,508 
Rental of equipment and accommodation 8,688 
Travel and communication 5,679 
Political parties quarterly allowance 5,498 
Repair and maintenance of equipment 2,071 
Amortization of capital assets 1,888 
Small equipment 1,794 
Utilities, materials and supplies 898 
Reimbursement of candidates’ and parties’ expenses 255 
Bad debt expense 41 
Interest on capital leases 8 
Total Expenses 91,682 
Non-tax revenue (15) 
Net Cost of Operations $91,667 


The accompanying notes are an integral part of the financial statements. 
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OFFICE OF THE CHIEF ELECTORAL OFFICER 


Statement of Equity 
For the year ended March 31 


(thousands of dollars) 


Equity, beginning of year 

Net cost of operations 

Services provided without charge (Note 10) 

Change in due from the Consolidated Revenue Fund 
Net cash provided by Government 


Equity, end of year 


The accompanying notes are an integral part of the financial statements. 
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2004 


$12,868 


(91,667) 


4,902 


3,285 


104,213 


$33,601 
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OFFICE OF THE CHIEF ELECTORAL OFFICER 
Statement of Cash Flow 
For the year ended March 31 


(thousands of dollars) 


2004 
OPERATING ACTIVITIES 
Net cost of operations $91,667 
Non-Cash items included in Net Cost of Operations 
Amortization of capital assets (1,888) 
Services provided without charge (4,902) 
Change in accountable advances, receivables, prepaid 
expenses and consumable supplies 14,730 
Change in current liabilities (3,760) 
Change in employee severance benefits obligation 247 
Cash applied to operating activities 95,600 
CAPITAL ACTIVITIES 
Acquisition of capital assets (excluding capital leases) 8,532 
Payment of capital leases obligations Beta 
Cash applied to capital activities 8,613 
Net Cash Provided by Government $104,213 


The accompanying notes are an integral part of the financial statements. 
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OFFICE OF THE CHIEF ELECTORAL OFFICER 


Notes to Financial Statements 
For the year ended March 31, 2004 


1. Authority and Objectives 


The Office of the Chief Electoral Officer (the Office), commonly known as Elections Canada, 
is headed by the Chief Electoral Officer who is appointed by resolution of the House of 
Commons and reports directly to Parliament. The Chief Electoral Officer is completely 
independent of the federal government and political parties. The Office is named in Schedule 
1.1 of the Financial Administration Act (FAA). 


The Office’s objectives are to enable the Canadian electorate to elect members to the House 
of Commons in accordance with the Canada Elections Act; to ensure compliance with and 
enforcement of all provisions of the Canada Elections Act; to calculate the number of 
members of the House of Commons to be assigned to each province pursuant to the 
Electoral Boundaries Readjustment Act and in accordance with the provisions of the 
Constitution Acts; and to provide the necessary technical, administrative and financial support 
to the ten electoral boundaries commissions, one for each province, in accordance with the 
Electoral Boundaries Readjustment Act. 


The Office operates under two funding authorities: an annual appropriation (which provides 
for the salaries of permanent full-time staff) and the statutory authority (which provides for all 
other expenses, including the costs of electoral events and the payment of quarterly 
allowances to qualifying registered political parties). 


The Canada Elections Act contains the statutory authority necessary for the Chief Electoral 
Officer to incur expenses for the preparation and conduct of electoral events and continuing 
public education programs. 


2. Summary of Significant Accounting Policies 


(a) Basis of presentation — These financial statements have been prepared in accordance 
with Canadian generally accepted accounting principles (GAAP). 


(b) Parliamentary appropriations — The Office operates under two funding authorities: an 
annual appropriation and the statutory authority. Appropriations provided to the Office do 
not parallel financial reporting according to Canadian generally accepted accounting 
principles. They are based in a large part on cash flow requirements. Consequently, 
items recognized in the statement of operations and the statement of financial position 
are not necessarily the same as those provided through appropriations from Parliament. 


Note 3 to these financial statements provides information regarding the source and 
disposition of these authorities and provides a high-level reconciliation between the two 
bases of reporting. 
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(c) 


Due from _the Consolidated Revenue Fund - The Office operates within the 
Consolidated Revenue Fund (CRF). The CRF is administered by the Receiver General 
for Canada. All cash receipts are deposited to the CRF and all cash disbursements are 
paid from the CRF. Due from the CRF represents the amount of cash that the Office is 
entitled to draw from the CRF, without further appropriations, in order to discharge its 
liabilities. Net cash provided by government is the difference between all cash receipts 
and all cash disbursements including transactions involving federal government 
departments and agencies. 


(d) Services provided without charge — Services provided without charge by government 


(e) 


departments are included as operating expenses, at their estimated cost, in the 
statement of operations. A corresponding amount is reported directly in the Statement of 
Equity. 


Receivables — Receivables are stated at amounts expected to be ultimately realized. A 
provision is made for receivables where recovery is considered uncertain. 


(f) Consumable supplies — Consumable supplies consist of forms and publications used to 


administer election events and documents distributed to political candidates. These 
supplies are recorded at weighted average cost. The cost is charged to operations in the 
period in which the items are consumed. 


(g) Capital assets — Capital assets are recorded at cost less accumulated amortization. The 


Office records as capital assets all expenses providing multi-year benefits (including 
leasehold improvements) having an initial cost of $5,000 or more. Similar items under 
$5,000 are expensed in the statement of operations. The capitalization of software and 
leasehold improvements has been done on a prospective basis from April 1, 2001. 
Capital assets acquired for software under development are amortized once that software 
is put into production. Amortization is calculated on a straight-line basis over the 
estimated useful life of the capital assets as follows: 


Useful Life 
Asset Class (in years) 
Furniture and fixtures 10 
Office equipment (including capital leases) 3 and 10 
Motorized equipment 10 
Vehicles 5 
Informatics equipment 3 
Software 3 
Leasehold improvements Term of lease 


Office of the Chief Electoral Officer 


OFFICE OF THE CHIEF ELECTORAL OFFICER 


Notes to Financial Statements 
For the year ended March 31, 2004 


(h) Salaries and benefits, and vacation leave — Salaries and benefits and vacation leave 
are expensed as the salary or benefits accrue to employees under their respective terms 
of employment based on services rendered. The employee salaries and benefits liability 
is calculated based on the respective terms of employment using the employees’ salary 
levels at year end, and the number of days remaining unpaid at the end of the year. The 
liability for vacation leave is calculated at the salary levels in effect at the end of the year 
for all unused vacation leave benefits accruing to employees. 


(i) Contributions to pension plan — Eligible employees participate in the Public Service 
Superannuation Plan administered by the Government of Canada. Both employees and 
the Office contribute to the plan. The employer’s contributions represent the total 
pension obligation of the Office and are recognized in the accounts on a current basis. 
The Office is not required under present legislation to make contributions with respect to 
any actuarial deficiencies of the Public Service Superannuation Account. 


(j) Employee severance benefits obligation — The liability for employee severance 
benefits is calculated using information derived from the results of the actuarially 


determined liability for employee severance benefits for the government as a whole. 
Employee severance benefits on cessation of employment represent obligations of the 
Office that are normally funded by future years’ appropriations. 


(k) Employee future benefits — The Government of Canada sponsors an employee benefit 
plan (Health and Dental) in which the Office participates. As a participant, contributions 
are recorded at cost and are charged to expenses in the period incurred and represent 
the total obligation of the Office to the plan. The Office is not required under present 
legislation to make contributions with respect to any future unfunded liabilities of the plan. 


(l) Political parties quarterly allowance — The Canada Elections Act allows for the 
payment from public funds of quarterly allowances to qualifying registered parties. The 
quarterly allowance is calculated based on the results of the most recent general election 
preceding the quarter. This allowance is expensed in each quarter of the calendar year 
as directed by the Act. 


(m 


— 


Measurement uncertainty — The preparation of financial statements in accordance with 
Canadian generally accepted accounting principles requires management to make 
estimates and assumptions that affect the reported amounts of assets and liabilities at 
the date of the financial statements and the reported amounts of income and cost of 
operations during the reporting year. 


At the time of preparation of these statements, management believes the estimates and 
assumptions to be reasonable. The most significant items where estimates are used are 
the useful life of capital assets and employee severance benefits. Actual results could 
differ from those estimates and as adjustments become necessary, they are reported in 
net cost of operations in the period in which they become known. 
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3. Parliamentary Appropriations 


a) Reconciliation of net cost of operations to Parliamentary appropriations used 


(thousands of dollars) 


2004 
Net cost of operations $91,667 
Items not charged to appropriations 

Amortization of capital assets (1,888) 
Prepaid expenses (1,049) 
Consumable supplies write-down (70) 
Bad debt expense (41) 
Services provided without charge (4,902) 
Change in employee severance benefits obligation (247) 
Change in accrued employee benefits (193) 
Other (27) 

Items not charged to cost of operations 
Capital assets acquisitions (excluding capital leases) 8,532 
Consumable supplies purchases 259 
Payment of capital leases obligations 81 
Prepaid expenses — Political party quarterly allowance 16,495 
Prepaid expenses 1,134 
Total Appropriations Used $109,751 


b) Reconciliation of Parliamentary appropriations voted to Parliamentary appropriations used 


(thousands of dollars) 


Appropriations: 


Vote 20 — Program expenditures 

Statutory contributions to employee benefit plans 

Other statutory expenditures 

Spending of proceeds from disposal of surplus crown assets 


Less: 
Lapsed appropriation — Program expenditures (Vote 20) 


Total Appropriations Used 


2004 


$13,660 
4,736 
91,611 
3 
110,010 


(259) 


$109,751 
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c) Reconciliation of net cash provided by Government to Parliamentary 
appropriations used 


(thousands of dollars) 


2004 
Net cash provided by Government $104,213 
Net changes in funded liabilities: 
Accounts payable and accrued liabilities 2,878 
Accrued employee salaries and benefits 660 
Deposit from political candidates (12) 
3,526 
Net changes in funded financial assets: 
Accountable advances 3 
Receivables from government departments and agencies 1,994 
1,997 
Miscellaneous non-tax revenue 15 
Total Appropriations Used $109,751 


4. Capital Assets 
(thousands of dollars) 


Office Informatics Software Software Furniture Vehicles Leasehold 
; improvements _ [otal 
equipment equipment under and and 
(including development fixtures motorized 
capital leases) equipment 

Opening Cost $735 $5,633 $959 $4,990 $692 $139 $350 $13,498 
Additions 53 871 2,247 3,543 711 46 1,088 8,559 
Disposals (7) (42) - - - (22) - (71) 
Closing Cost 781 6,462 3,206 8,533 1,403 163 1,438 21,986 
Opening 
Accumulated 
Amortization 386 4,248 226 - 321 114 - 5,295 
Disposals (6) (42) - - - (22) - (70) 
Current Year 
Amortization 116 893 638 - 55 11 175 1,888 
Closing 
Accumulated 
Amortization 496 5,099 864 - 376 103 175 7,113 
Net Book Value $285 $1,363 $2,342 $8,533 $1,027 $60 $1,263 $14,873 
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5. Capital Lease Obligations 


The Office has entered into agreements to rent office equipment under capital leases. 
Obligations for the upcoming years are as follows: 


(thousands of dollars) 


2004 

2004-2005 $46 

2005-2006 23 

2006-2007 até 

Total future minimum lease payments 76 

Less: Imputed interest (2) 
_Balance of Obligations under CapitalLease ($574 


6. Employee Future Benefits Obligation 


a) Employee severance benefits 


The Office provides post-retirement and post-employment benefits to its employees 
through a severance benefit plan. This benefit plan is not pre-funded and therefore has no 
assets, resulting in a plan deficit equal to the employee severance benefit liabilities. 
Information about the plan is as follows: 


(thousands of dollars) 


2004 
Obligation, beginning of year $2,294 
Expense for the year 379 
Benefits paid during the year (132) 
Obligation, end of year $2,541 


b) Pension benefits 


The Office’s contributions to the Public Service Superannuation Account for 2003/2004 
was $3,372 thousand. 
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7. Receivables 


The significant decrease in receivables from government departments and agencies between 
March 31, 2003 and March 31, 2004 is due to the fact that most of the GST receivable from 
Canada Revenue Agency for the 2003-2004 fiscal year was settled before March 31, 2004. 
In 2002-2003 the Receiver General requested that this amount be settled after year end. 


8. Commitments and Contingencies 


a) Commitments 


The nature of the Office’s activity results in some contracts and obligations whereby the 
Office is committed to make future payments when the services will be rendered or goods 
received. The annual commitments are as follows: 


(thousands of dollars) 


2004-2005 $15,430 
2005-2006 $7,259 
2006-2007 $2,644 
Total $25,333 


b) Contingencies 


In the normal course of its operations, the Office may become involved in various legal 
actions. Some of these legal actions may result in actual liabilities when one or more 
future events could occur. To the extent that the future event is likely to occur, and a 
reasonable estimate of the loss can be made, a liability is accrued and an expense 
recorded in the financial statements. 


No contingent liabilities are recognized on the Office’s financial statements for fiscal year 
ended March 31, 2004. 
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9. 


Related Party Transactions 


The Office is related in terms of common ownership to all Government of Canada 
departments, agencies and Crown corporations. 


The Office enters into transactions with these entities in the normal course of business. 
During the year, the Office expensed $16,519 thousand from transactions in the normal 
course of business with government departments and agencies. These expenses include 
services provided without charge worth $4,902 thousand as described in Note 10. 


10. Services Provided Without Charge 


11. 


During the year, the Office received services that were obtained without charge from other 
government departments and agencies for a total of $4,902 thousand. These are recorded at 
their estimated costs in the financial statements as follows: 


e $3,456 thousand for accommodation, provided by Public Works and Government 
Services Canada, 


e $1,035 thousand for employee benefits covering the employer’s share of insurance 
premiums paid by Treasury Board, 


e $240 thousand for employee benefit plan adjustment absorbed by Treasury Board, 


e $150 thousand for audit services provided by the Office of the Auditor General of 
Canada, 


e $17 thousand for salary and costs of legal services provided by Justice Canada, 


e $4 thousand for employer’s portion of Worker’s compensation payments paid by Human 
Resources Development Canada. 


Prepaid Political Parties Quarterly Allowance 


The Canada Elections Act was amended in June 2003 to introduce new rules for the 
financing of registered political parties. This amendment includes the payment from public 
funds of quarterly allowances to all qualifying registered parties. For 2004, the allowance for 
all four quarters was paid by January 31, 2004 and was recorded as a prepaid expense as 
per the transitional provisions of the Canada Elections Act; subsection 71(2). The allowance 
for the first quarter of 2004 is included in the expenses for 2003-2004. 
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12. Subsequent Event 


A Federal Election was called on May 23, 2004 and held on June 28, 2004. The results of 
this election will impact the Political Parties Quarterly Allowance for the 3rd and 4th quarters 
of 2004 and will result in an additional amount being paid to political parties for 2004 over 
and above what was paid in January 2004 and will be expensed in 2004-2005. 


13. Comparative Figures 


This is the first year that a set of financial statements including Statement of Financial 
Position, Statement of Operations, Statement of Equity, and Statement of Cash Flow has 
been subject to audit. It is neither practical nor cost effective for the Office to show certain 
comparative amounts because some previous year amounts would not be able to be 
substantiated with the required degree of precision. 
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Federal political contributions and tax credits claimed 


The table below shows the number of contributions received by registered political 
parties and candidates, the total value of the contributions, and the estimated tax 
credits provided to individuals and corporations, as supported by official tax receipts for 
the corresponding calendar years. Tax credit amounts fluctuate between electoral 
events although they tend to increase with the approach of a general election (see the 
amounts for 1993, 1997 and 2000). Federal political contributions from corporations 
appear to follow the same trend as those from individuals. 


The information on contributions is extracted from Elections Canada records. 
Information on contributions to candidates is provided only for the general elections of 
1993, 1997 and 2000. 


The source of estimated tax credits claimed by /nd/viduals is the yearly edition of Jncome 
Statistics (Canada Revenue Agency), and for corporations is information from the 
Corporations Statistics Section of the Canada Revenue Agency. V/A means that the 
estimated amounts were not available at the time this report was prepared. 


Federal political contributions and estimated tax credits claimed 


Number of contributions 
1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 


eatin 224196 17693 184309 2353 217,72 173304 16836 404,780 105,447 167,971 162,305 
Candidates 160,944 = = = 121,159 = = 109,155 
Total 385,140 176933 184369 203533 338951 173304 168369 513,935 105447 167,971 162,395 
Value of contributions 
($ thousands) 
1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 
Chee nate 58,312 33,596 37,631 41,658 55,290 31,985 HA,194 57,100 31,540 30,440 48,389 
Candidates 42,210 = = = 38,665 = = 41,392 
Total 100522 33596 37,631 41658 93955 31,965 3,194 98492 31,540 30,440 48389 
Estimated tax credits daimed 
($ thousands) 
1998 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 
Corporations 1,009 917 5/1 515 1,099 674 509 926 875 499 NA 
Individuals 19,590 9,192 9,945 10,320 15,396 9,735 10,439 19,922 18,161 17,954 NA 
Total 20,599 10109 10516 10835 16495 10409 10%8 288 19,036 18453 N/A 
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Contacts for further information 


Telephone: 


Web site: 


Media information 


Telephone: 


Fax: 


Fax: 
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Elections Canada 

257 Slater Street 

Ottawa, Ontario 

K1A OM6 

1 800 463-6868 — Information agents 
toll-free in Canada and the United States 
1 800 267-7360 — Main switchboard 
toll-free in Canada and the United States 


001 800 514-6868 
toll-free in Mexico 


(613) 993-2975 
from anywhere in the world 


For people who are deaf or hard of hearing: 


TTY 1 800 361-8935 
toll-free in Canada and the United States 


(613) 954-8584 
1 888 524-1444 
toll-free in Canada and the United States 


www.elections.ca 


1 877 877-9515 
(613) 993-2224 
TTY 1 800 361-8935 


(613) 954-8584 
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The Estimates Documents 


Each year, the government prepares Estimates in support of its request to Parliament for authority to spend public monies. 
This request is formalized through the tabling of appropriation bills in Parliament. 


The Estimates of the Government of Canada are structured in several parts. Beginning with an overview of total government 
spending in Part I, the documents become increasingly more specific. Part II outlines spending according to departments, agencies 
and programs and contains the proposed wording of the conditions governing spending which Parliament will be asked to approve. 


The Report on Plans and Priorities provides additional detail on each department and its programs primarily in terms of more 
strategically oriented planning and results information with a focus on outcomes. 


The Departmental Performance Report provides a focus on results-based accountability by reporting on accomplishments achieved 
against the performance expectations and results commitments as set out in the spring Report on Plans and Priorities. 


The Estimates, along with the Minister of Finance’s Budget, reflect the government’s annual budget planning and resource allocation 
priorities. In combination with the subsequent reporting of financial results in the Public Accounts and of accomplishments achieved 


in Departmental Performance Reports, this material helps Parliament hold the government to account for the allocation and 
management of funds. 


©Minister of Public Works and Government Services Canada — 2004 

This document is available in multiple formats upon request. 

This document is available on the TBS Web site at the following address: www.tbs-sct.gc.ca. 
Available in Canada through your local bookseller or by mail from 

Canadian Government Publishing — PWGSC 

Ottawa, Canada K1A 0S9 


Catalogue No. BT31-4/59-2004 
ISBN 0-660-62664-0 


Treasury Board of Canada Secretariat 
Departmental Performance Reports 2004 


Foreword 


In the spring of 2000, the President of the Treasury Board tabled in Parliament the document 
“Results for Canadians: A Management Framework for the Government of Canada’. This 
document sets a clear agenda for improving and modernising management practices in federal 
departments and agencies. 


Four key management commitments form the basis for this vision of how the Government will 
deliver their services and benefits to Canadians. In this vision, departments and agencies 
recognise that they exist to serve Canadians and that a “citizen focus” shapes all activities, 
programs and services. This vision commits the Government of Canada to manage its business 
by the highest public service values. Responsible spending means spending wisely on the things 
that matter to Canadians. And finally, this vision sets a clear focus on results — the impact and 
effects of programs. 


Departmental performance reports play a key role in the cycle of planning, monitoring, 
evaluating, and reporting results to Parliament and citizens on behalf of ministers. Departments 
and agencies are encouraged to prepare their reports following principles for effective 
performance reporting (provided in the Guide to Preparing the 2004 Departmental Performance 
Report: http://www.tbs-sct.gc.ca/rma/dpr/03-04/guidance/table-of-contents_e.asp). Based on 
these principles, an effective report provides a coherent and balanced picture of performance that 
is brief and to the point. It focuses on outcomes - benefits to Canadians and Canadian society - 
and describes the contribution the organisation has made toward those outcomes. It sets the 
department’s performance in context, associates performance with earlier commitments, explains 
any changes, and discusses risks and challenges faced by the organisation in delivering on these 
commitments. Achievements realised in partnership with other governmental and 
non-governmental organisations are also discussed. Supporting the need for responsible 
spending, it links resources to results. Finally, the report is credible because it substantiates the 
performance information with appropriate methodologies and relevant data. 


In performance reports, departments and agencies strive to respond to the ongoing and evolving 
information needs of parliamentarians and Canadians. The input of parliamentarians and other 
readers can do much to improve these reports over time. The reader is encouraged to assess the 
performance reports of organisations according to the established principles, and provide 
comments to departments and agencies to help them improve in their next planning and reporting 
cycle. 


This report is accessible from the Treasury Board of Canada Secretariat Internet site: 


http://www.tbs-sct.gc.ca/rma/dpr/dpre.asp 


Comments or questions can be directed to: 
Results-based Management Directorate 
Treasury Board of Canada Secretariat 
L’Esplanade Laurier 

Ottawa, Ontario K1A ORS 


OR at: rma-mrr@tbs-sct.gc.ca 
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Section I: Commissioner’s Message 


I am pleased to submit the Performance Report for the Office of the Commissioner for Federal 
Judicial Affairs for the period ending March 31, 2004. 


Effective July 1, 2003, amendments to legislation resulted in the appointment of a new Chief 
Administrator for the Federal Court of Appeal, the Federal Court and the Tax Court of Canada; 
these amendments remove the reporting relationship between these courts and the Office. 


As well, our restructuring process continues to proceed and it is expected that changes in service 
delivery mechanisms will result in a lighter, more flexible, but highly effective organization. In 
line with government-wide initiatives, the Office is upgrading its core administration 
management system and has instituted modern comptrollership. 


We continue to strive toward optimal support for federal judicial activities through three 
priorities: serving our clients; improving our systems and procedures, and enhancing security; 
and restructuring our organization. These priorities are entrenched in our mission statement and 
are represented in the strategic outcome and performance measurement strategies of the Office. 


Now ditan 


David Gourde 
Commissioner for Federal Judicial Affairs 
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Section Il: Context 


Organizational Overview 
Mandate/Mission 


The Office of the Commissioner for Federal Judicial Affairs (FJA) was created in 1978, by way 
of an amendment to the Judges Act, to safeguard the independence of the judiciary and to put 
federally appointed judges at arm’s length from the administration of the Department of Justice. 
It exists to promote the better administration of justice and focuses its efforts on providing sound 
administrative support to the federal judiciary. 


Along with its key associates, the Canadian Judicial Council and the National Judicial Institute, 
FJA continues with its role of promoting the better administration of justice. These institutions 
help maintain the distance between the government and the judiciary in such areas as, the better 
administration of justice, overseeing the professional conduct of judges, continuing education for 
judges and coordination and liaison amongst the judiciary. 


Results for Canadians 
Under the Canadian constitution, the judiciary is independent from the executive and legislative 


branches of government. Judicial independence is intended to ensure that judges make decisions 
free of influence, based solely on the facts and the law. Once appointed, a judge is eligible to 


serve on the bench until retirement (age 75 for federally appointed judges). Judges must also 
receive proper remuneration in such a manner that does not leave them in a position of 
dependence or subject to pressure. In Canada, governments cannot change judges’ salaries or 
benefits or remove judges from office without going through an appropriate, independent 
procedure. 


Jurisdiction 


FJA is responsible for the administration of Part I of the Judges Act, by providing judges of the 
Federal Court of Appeal, the Federal Court of Canada, the Tax Court of Canada and federally 
appointed judges of superior courts in the provinces and territories with salaries, allowances, and 
annuities and survivor benefits, in accordance with the Judges Act. The Office also prepares 
budgetary submissions for the requirements of the Canadian Judicial Council and provides 
administrative services for staffing and other requirements. 


The Commissioner for Federal Judicial Affairs is responsible for the administration of the 
Federal Judicial Appointments Process on behalf of the Minister of Justice. The Judicial 
Appointments Secretariat of FJA provides administrative support for 16 Advisory Committees, 
representing all ten provinces and three territories, consisting of 166 committee members 
appointed by the Minister to independently assess all applicants for judicial appointment. 


Page. -2- Office of the Commissioner for Federal Judicial Affairs 


FJA is responsible for the publication of the Federal Courts Reports, which are the official 
bilingual reports of decisions of the Federal Court of Appeal and of the Federal Court. 


The Office also promotes professional development of the federal judiciary, offering English- 
and French-language training programs to both federally and provincially appointed judges. 
These courses are designed to improve proficiency in the other official language at several levels 
of proficiency in the judicial and legal context. They are provided through group sessions in 
various parts of Canada, and are reinforced with private courses. 


In addition, FJA is responsible for other services as the Minister of Justice may require in 
connection with any matters falling, by law, within the Minister’s responsibilities for the proper 
functioning of the judicial system in Canada. It has developed and maintains a private computer 
network for the sole and confidential use of federally appointed judges. Training sessions are 
held throughout Canada. In coordination with the National Judicial Institute, FJA also provides 
individual judges with computer training. 


FJA is also involved in promoting the rule of law in developing countries, identifying and 
facilitating participation of Canadian judges in international cooperation projects. As executing 
agent, it continues to be accountable to CIDA for the sound management of two judicial reform 
projects -- one in Russia and the other in Ethiopia. 


Results for Canadians 


There are 1,049 judges in Canada who are appointed by the federal government to the superior 
courts in the provinces and territories and to specialized courts such as the Federal Court of 
Appeal, the Federal Court and the Tax Court of Canada. These courts play a vital role in 
protecting citizens’ rights and ensuring governments adhere to the rules of law and justice. FJA 
ensures an independent judiciary and provides language and computer training that enhance the 
capabilities of the judiciary. 


FJA publishes the Federal Courts reports, which are the official, bilingual reports of decisions, or 
parts of decisions, that are considered to be of sufficient significance to warrant publication for 
an informed public. 


FJA facilitates an efficient and effective appointments process. The Secretariat received and 
processed 485 applications and arranged for 58 advisory committee meetings. The Advisory 
Committees assessed a total of 484 candidates, the results of which were certified by the Judicial 
Appointments Secretary and provided to the Minister. 


Promoting the principles of judicial independence, and efficient and transparent court systems 
internationally ensures protection of Canada’s interests abroad and enhances Canada’s visibility 
in an international forum. 
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Organizational Structure 


The Commissioner for Federal Judicial Affairs is assisted by a Deputy Commissioner, who is 
responsible for corporate services and language training. Other senior officials reporting directly 
to the Commissioner include the Judicial Appointments Secretary, responsible for administering 
the judicial appointments process on behalf of the Commissioner, the Executive Editor, 
responsible for editing the Federal Courts Reports and the Executive Director and General 
Counsel of the Canadian Judicial Council, who is responsible for the management of the Council 
Office. 


Strategic Outcome 


FJA has one strategic outcome: to protect and promote the independence and efficiency of the 
federal judiciary by providing a full line of administrative support services, as provided under the 
Judges Act. 


These services consist of three separate components funded from three distinct sources. Statutory 
funding is allocated for payments pursuant to the Judges Act (judges’ salaries, allowances, and 
annuities and survivor benefits). Voted appropriations are provided in two separate votes: one to 
support the administrative activities of the Office of the Commissioner and the other to fund the 
activities of the Canadian Judicial Council. 


In accordance with the Judges Act, the Federal Court of Appeal, the Federal Court and the Tax 
Court of Canada each administer a separate budget voted by Parliament. In August 2003, the 
reporting relationship between the Commissioner and the administration of the Federal Court of 
Canada and the Tax Court of Canada was eliminated with the creation of the Chief Administrator 
for the Courts Administration Service. 


Strategic Priorities 


The activities of the Office of the Commissioner for Federal Judicial Affairs are guided by the 
strategic priorities of: 


e Serving our Clients; 
e Improving our Systems and Procedures, Enhancing Security; and 
e Restructuring our Organization. 


Key Activities in Support of the Strategic Outcome 
Payments Pursuant to the Judges Act 


A total of 1,049 judges and 683 pensioners and survivors received timely and accurate 
entitlements pursuant to Part I of the Judges Act. These entitlements include activities related to 
new appointments; in 2003-04, 32 judges retired and 55 new judges were appointed. In addition, 
there were a total of 75 other appointments, including those made to the Court Martial Appeal 
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Court, the Competition Tribunal, the Pension Appeal Board, as deputy judges or as replacements 
for judges on study leave. Other types of activities included transfers, elevations, relocations of 
judges and elections to become supernumerary judges. (In recognition of the long service 
required of members of the judiciary, and as an option to retirement, the Judges Act permits 
federally appointed judges who have attained the age of 65 and who have served at least 15 years 
in judicial office, or who have attained the age of 70 and continued in judicial office for at least 
10 years, to elect supernumerary status. Judges who do so must hold themselves available to 
perform judicial duties assigned to them by the Chief Justice of the court of which they are 
members. Supernumerary judges are for all intents and purposes puisne judges of the court, and 
are entitled to the same salary, allowances and benefits as any other judge.) 


FJA also responds to a large number of varying requests from judges, pensioners and survivors. 
Three pre-retirement seminars were held with presentations that provided judges with 
information on their entitlements; there were 45 new beneficiaries of pensions. Four active 
judges and 18 retired judges passed away 


The Commissioner attended meetings in each of the jurisdictions across Canada, at which 
members of the judiciary expressed satisfaction with the services provided. The Office received a 
minimal number of complaints throughout the fiscal year. Each complaint was treated as 
efficiently and effectively as possible. 


FJA is confident in stating that judges, pensioners and their survivors are receiving timely and 
accurate entitlements. 


Administrative Activities of FJA 


FJA is transforming its judges administration management system, including the core finance and 
personnel information technology systems for judges. These changes are needed because the 
present system’s core software is no longer supported by the vendor. This change offers an 
opportunity to further the priority of creating efficiencies through the use of technology. The 
original project which had commenced in 2001 was placed on hold due to problems in the 
delivery of a functioning system. FJA has decided to undertake a “Transformation Initiative” to 
review all business processes. The primary objective will be to develop a business case for the 
implementation of the suggested solutions to our infrastructure issues. 


The Federal Court of Appeal, the Federal Court, and the Tax Court of 
Canada and the Canadian Judicial Council Secretariat 


The current Federal Court of Appeal, the Federal Court and the Tax Court of Canada were 
involved in a lengthy process to amalgamate the administrative services of the courts and to 
appoint a new Chief Administrator. As part of this process, the Federal Court Act, the Tax Court 
Act and the Judges Act were amended to remove the reporting relationship between these courts 
and FJA. This amalgamation has now been implemented. Since July 2003, the funding issues 
relating to the administration of the courts are the responsibility of the Chief Administrator, 
Courts Administration Service. 
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In 2000, the Canadian Judicial Council (CJC) established a Special Committee on Future 
Directions. The mandate of the Committee was to examine the structures and processes of the 
CJC in order to ensure the Council continued to be relevant and effective. The result was a study 
released in 2002 called The Way Forward, which examined every system and procedure at the 
Canadian Judicial Council in light of future obligations and opportunities, especially in the area 
of communications and professional development. 


The committee found that many of the structures and processes already in place could continue to 
serve the cause of justice very effectively with only minor enhancements. Their 
recommendations included: 

e more active and efficient committees of Council, able to take on more work 

e greater leadership and oversight by the Council’s Executive Committee 

e greater involvement of judges who are not members of Council. 
The Way Forward (2002) is considered to be CJC’s roadmap into the future. The central task of 
2003-04 has been responding to recommendations made by the Special Committee on Future 
Directions — for example, seeking and gaining new resources from Parliament, hiring new staff 
and elaborating ambitious work plans. As a result of the accomplishments of 2003-04, the 
Council is now well positioned for 2004-05 and is ready to move on a whole range of new 
activities in the service of Canadian justice. 


Issues/Challenges 


FJA recognizes that it operates within a sophisticated, technology-driven world economy where 
unforeseen demands and constraints are part of the landscape, and where the government sets 
national priorities for management and accountability. 


Since September 11, 2001, the world has had to face dramatic challenges previously 
unimaginable. While many of the issues raised are not new, Canada’s focus on and commitment 
to resolving these problems has intensified. An unprecedented emphasis on security is only one 
of the global changes to which the Government of Canada has responded by leading government- 
wide initiatives. Other key government priorities, such as continued development and 
strengthening of the government information infrastructure, international cooperation, renewed 
commitment to protect and promote Canada’s two official languages, and renewed commitment 
to modern comptrollership and balanced budgets, will continue to affect our Office in the future. 


Other factors that affect FJA include requests from provincial judges for services similar to the 
services currently being provided to the federally appointed judges and other key actors in the 
judicial community, as well as the numerous opportunities for judicial partnerships both within 
and outside Canada. New priorities or increasing demands will continue to add more pressure on 
FJA to perform better, to provide new and faster services, and to enhance existing support to its 
clients. 


Senior management has been unanimous in praising the professionalism and remarkable work of 
the Office’s employees, while acknowledging that there is room for improvement in providing 
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staff with the right tools and creating a work environment conducive to optimal performance. 
Such an environment encompasses strong leadership based on effective, bilingual internal 
communication; clearly delineated responsibilities and expectations; staff/management training; 
and employees’ participation in decisions that will have an impact on their jobs and on the future 
of this organization. 


The delays in the development of the Judges Administration Management System leaves FJA 
vulnerable if there are any problems with the existing hardware/software. The recently 
announced Corporate Administrative Services Review of the Treasury Board Secretariat could 
result in delays in the completion of the Transformation Initiative. Any substantial delays in the 
implementation of the recommended solutions could put the organization into a difficult 
position, if there were any difficulties with the existing systems. 
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Section Ill: Performance Accomplishments 


The following key targets and planned results were identified in the 2003—04 Report on Plans 
and Priorities: 

e Serving our Clients. 

e Improving our Systems and Procedures and Enhancing Security. 

e Restructuring the Organization. 


Departmental Performance 


Serving our Clients 


Training is a major component of the services FJA provides to federally appointed judges. 


During 2003-04, the judges’ computer training program, which was initiated in April 2000 as a 
result of a resolution of the Canadian Judicial Council, delivered over 2,644 hours of training in 
most major centres across Canada. More than 530 federally appointed judges were trained and, 
to date, 703 judges have been provided with individual training plans. These training sessions 
included sessions on the Judicial Affairs Information Network (JAIN), which is part of the 
JUDICOM Training Program, as well as basic computer literacy and personal computer training. 


Enrolment of federally appointed judges in JAIN was 884 at the end of March 2004. Based on 
this latest data, 84 percent of all federally appointed judges are now members of JAIN. The 
system is being used by judges to communicate with other judges and to assist them in fulfilling 
their judicial duties. 


By means of the Judges’ Language Training Program, our Office continues to offer specialized 
courses designed for Canadian judges, including proficiency in legal terminology, in French and 
English as a second language. During 2003-04, the main activities offered were immersion 
sessions, two intensive sessions of 2 % days each in regions, private tutoring and pedagogical 
assistance to judges participating in the program for the revision of judgments written in their 
second language. Approximately 400 registrations have been received for the different training 
activities. A full review of the Program was undertaken by Consulting and Audit Canada in 
December 2003 and completed in June 2004. All of these activities have been accomplished 
without any increase of the total budget allocated. 


The Judicial Counselling Program is a joint federal/provincial program made available to all 
judges and their families across Canada, with the provinces paying an annual fee for each judge. 
FJA continued to deliver this important service to all participants. Many judges and their family 
members made use of this service, which is a benefit to the judges’ health and security. 


There has been a delay in implementation of the upgraded Judges Administration Management 
System, which is used to maintain Human Resources and financial information on federally 


appointed judges. This delay has left us dependent on our existing system, which operates on an 
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older platform and is difficult to maintain and support. This system is crucial for the day-to-day 
operation of the Office. It had been expected that the new system would substantially improve 
online access for judges and other clients, but with this delay our ability to improve online 
services has been impacted. 


Improving Systems and Procedures and Enhancing Security 


A number of policies and procedures have been implemented at FJA over the past year. The 
Modern Comptrollership initiative has led to the development of the Guide to Modern 
Management which includes a number of projects to be completed over the next number of years 
which will assist FJA in becoming a modern organization. 


Security measures have been undertaken to ensure that the existing information systems at FJA 
have adequate back up and Disaster Recovery abilities. The physical security of the FJA offices 
have been upgraded to ensure that it meets the Level 2 security measures. 


Restructuring our Organization 


The restructuring of the organization continues to be a work in progress. As a result of the delays 
in the implementation of the new Judges Administration Management System, FJA has decided 
to re-examine all administrative practices and has initiated a Transformation Project within the 
office. A team has been identified to oversee this project and Consulting and Audit Canada has 
been recruited to assist with the review. 


The lack of resources continues to be a concern although not as pressing as in recent history. The 


Transformation Initiative will assist FJA in determining the proper allocation of resources to 
programs based on the priorities of the Department. 
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To nretBet ane promote the iMdeoendenee and efficiency of the federal judiciary by providing a full line of 


eam etal Supports: services as provided under the Judges Act. 


: Key p partners in easetiadt our strategic outcome include: 


= the Canadian Judicial Council, an independent organization, comprising all Chief and Associate Chief 

| Justices of Canada’s superior courts. The CJC’s mandate is to foster a better administration of justice in 
Canada and serve as the body that oversees the professional conduct of judges. (see http://www.cjc- 

: ccm.gc.ca/English/index.html); 

= the National Judicial Institute (NJI), an independent non-governmental organization, which acts as the 

} training institute for members of both the federal and provincial judiciary. FJA provides computer training to 
the members of the federal judiciary in partnership with NJI (see www.nji.ca/index.html); and 


* the Canadian International Development Agency (CIDA), which acts as the funding agency for most of the 
: international cooperation programs administered by FJA. 


The Department of Justice also provides counsel and guidance in dealing with legal matters and questions of 
terpretation of provisions of the e Judges Act. 


! and Overall Results: 


| The sllonine key targets and planned results were identified in the 2003-04 Report on Plans and Priorities: 
_® — Serving our Clients. 

_® Improving our systems and procedures and enhancing security . 

is Restructuring our Organization. 


gram, resources and results ii nka 


Serving our clients. 
_ Training of federally appointed judges is a major component of the services to judges. FJA offers two forms of 
_ training to judges, a language training program and computer training on the Judicial Affairs Information Network 
_ (JAIN), including basic computer literacy and personal computer training. Total expenditures on these training 
_ programs amounted to $3,115,139. 


Approximately 400 registrations of judges have been received for the different language training activities, while 
_ 530 judges received some form of computer training during 2003-04. 


_ The Judicial Counselling Program is an employee assistance program specifically for judges. This program is 

_ administered by FJA and provides assistance to all judges and their families. Since this is a confidential 

_ program, no information is available on individual usage. However, FJA has received numerous testimonials on 
_ the importance of this program from members of the judiciary. Total spending on this program amounted to 

_ $84,479 of which $47,360 was recovered through a cost-sharing agreement with provincial governments. 


Improving our systems and procedures and enhancing security 
/ A number of Policies and procedures have been implemented at FJA over the past year. The Modern 
_ Comptrollership initiative has led to the development of the Guide to Modern Management. 


Security measures have been undertaken to ensure that the existing information systems at FJA have adequate 
back up and Disaster Recovery abilities. ; 


_ Restructuring our organization 


The restructuring of the organization continues to be a work in progress. As a result of the delays in the 
_ implementation of the new Judges Administration Management System, FJA has decided to re-examine all 
_ administrative practices and has initiated a Transformation Project within the office. 


& Sees 
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| Management Practices: a 
_ Modern Comptrollership Initiative 
_ FJA was quick to implement Phase II of the Modern Comptrollership Initiative by establishing a modern 


/ management office in January 2002. In addition, it was able to move quickly from the capacity check process, to a 
_ Capacity check report, and then to an action plan. 


: During the period April 1, 2003 to March 31, 2004, the following key steps were completed: 


* Guide to Modern Management was completed and posted on intranet site; 
|" Action plan for project identified to meet modern management activities was developed; and 
/ « Management agreed to action plan and schedule for implementation. 


The guide is the vehicle through which FJA will establish, communicate and document its modern management 
_ initiative. It will also be an important tool for training and coaching. 


_ The guide to modern management is complete. It includes: 

|= the Commissioner's message; 

_® the introduction, consisting of background, commitment, capacity assessment overview, objectives for 

: improvement, links to organizational priorities (mission, and vision and strategic plan), and an overview of the 
: action plan; 

_ "= adescription of the approach to management renewal, addressing the framework to be used and defining the 
/ seven elements of management addressed in the guide; 

| "= guiding principles in relation to each of the seven elements of management; and 

|= policy statements on each of the seven elements of management. 


In addition to work on the guide, much progress has been made in establishing a training program directed at 
_ senior and middle managers. AS well, a communication program for all staff is in place. ae 
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Annex 1: Financial Performance 


During fiscal year 2003—04 Supplementary Estimates were obtained for additional operating 
funding to address workload issues. 


The following financial tables apply to the Office of the Commissioner for Federal Judicial 
Affairs: 


Table 1: Summary of Voted Appropriations 

Table 2: Planned versus Actual Spending 

Table 3: Historical Comparison of Departmental Planned versus Actual Spending 
Table 4: Revenues 

Table 5: Statutory Payments 
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Table 1: Summary of Voted Appropriations 
Authorities for 2003-04 
Financial Requirements by Authority ($ millions) 


2003-04 
Planned Total 
Office of the Commissioner for Federal Judicial Affairs (FJA) Spending Authorities Actual 
Vote 20 — Operating Expenditures Din 7.9 Te 
Vote 25 — Canadian Judicial Council-Operating Expenditures 0.5 1.8 1.7 
Statutory — Payments pursuant to the Judges Act 316.1 Sz 2 321.2 
Statutory — Contributions to employee benefit plans 0.7 0.7 0.7 
Total Department 52255 3510 331.1 


Total Authorities are Main Estimates plus Supplementary Estimates plus Other Authorities. 


Additional funding for Vote 20 and Vote 25 was approved through the Supplementary Estimates 
process as a result of a Departmental Assessment which was approved in fiscal year 2002-2003. 


The increased requirement for Statutory Payments pursuant to the Judges Act was as a result of 
an increased number of judges electing supernumerary status as well as an increase in the number 
of federally appointed judges. 


Table 2: Planned versus Actual Spending 
Comparison of Total Planned Spending to Actual Expenditures, 2003-04 by Business Line 
($ millions) 


2003-04 

Planned Total 
Office of the Commissioner for Federal Judicial Affairs Spending Authorities Actual 
FTEs 58 58 57 
Operating 6.7 10.6 10.1 
Capital - - - 
Grants and Contributions 316.1 321.2 321.2 
Total Gross Expenditures 522.8 331.8 3313 
Less: 
Respendable Revenues* 0.3 0.2 0.2 
Total Net Expenditures 3225 331.6 331.1 
Other Revenues and Expenditures 
Non-respendable Revenues** 
Cost of Services provided by other departments 8 8 9 


Net Cost of the Program a2555 332.4 332.0 


1. Operating includes contributions to employee benefit plans and minister’s allowances. 
* Formerly called Revenues Credited to the Vote. 
** Formerly called Revenues Credited to the General Government Revenues (GGR). 
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Table 3: Historical Comparison of Departmental Planned versus Actual Spending (8 millions) 


Business Lines 
Federal Judicial Affairs 


Total 
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2003-04 
Actual Planned Total 
2002-03 Spending Authorities Actual 
315.6 3225 331.6 331.1 
315.6 322.5 331.6 331.1 


Office of the Commissioner for Federal Judicial Affairs 


Table 4: Revenues (§ millions) 


Business Lines 


Respendable Revenues* 


Federal Judicial Affairs 

Office of the Umpire Service Fees 

Human Rights Tribunal Service Fees 

Administrative Arrangement with Canadian 
International Development Agency 

JUDICOM Training Program 


Total Respendable Revenues 
Non-Respendable Revenues** 


Federal Judicial Affairs 
Judges’ Contributions to Pension Fund 


Total Non-Respendable Revenues 


Total Revenues 


* Respendable Revenues were formerly called Revenues Credited to the Vote. 


2003-04 
Actual Actual Planned Total 
2001-02 2002-03 Revenues Authorities Actual 
0.05 0.05 0.5 0.05 0.05 
0.05 0 0 0 0 
0.105 0.100 0.100 0.084 0.084 
0.101 0.086 0.125 0.100 0.100 
0.306 0.236 0275 0.234 0.234 
8.64 10.0 1.6 9.989 9.989 
8.64 10.0 11.0 9.989 9.989 
8.946 10.236 2 10.223 10.223 


** Non-Respendable Revenues were formerly called Revenues credited to the General Government Revenues 


(GGR). 
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Table 5: Statutory Payments ($ millions) 


2003-04 
Actual Actual Planned Total 
Business Lines 2001-02 2002-03 Spending Authorities Actual 
Federal Judicial Affairs 
Payments Pursuant to the Judges Act 311.6 SU oeL 5165) apa hee RPA ay 
Contributions to employee benefit plans 0.5 0.9 0.7 Uy 0.7 
Total Statutory Payments oP 306.0 316.8 3219 321.9 
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Annex 2: Special Travel Authorities 


Judges are entitled to be reimbursed their travel expenses in accordance with Section 34 of the 
Judges Act, which states: 


34.(1) Subject to this section and sections 36 to 39, a judge of a superior court 
who, for the purposes of performing any function or duty in that capacity, attends 
at any place other than that at which or in the immediate vicinity of which the 
judge is by law obliged to reside is entitled to be paid, as a travel allowance, 
moving or transportation expenses and the reasonable travel and other expenses 
incurred by the judge in so attending. 


From an administrative standpoint, the intent of the Special Travel Authorities directive is 
followed. Judges are entitled to travel business class but they are encouraged to fly economy 
class and, in fact, most do. A guideline for the reimbursement of hotel accommodations and 
meals has been established. The maximum amount reimbursable for hotel accommodations is 
$150.00 per night and the maximum amount reimbursable for meals is $85.00 per day. In the 
event of special circumstances, judges will be reimbursed for expenses incurred in excess of 
these guidelines but this requires either prior notification or a letter explaining the special 
circumstances. The overall costs of travel provided to judges is comparable to those costs 
incurred under the authority of the Special Travel Authorities. 
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Annex 3: Other Information 


Contacts for Further Information 


Office of the Commissioner for Federal Judicial Affairs 
99 Metcalfe Street, 8 Floor 

Ottawa, Ontario K1A 1E3 

Telephone: (613) 992-9175 Facsimile: (613) 995-5615 


Web site: http://http://www.fja.gc.ca/ 


David Gourdeau, Commissioner 
Phone: (613) 992-9175 
E-mail: dgourdeau@fja.gc.ca 


Suzanne Labbé, Deputy Commissioner 
Phone: (613) 995-7438 
E-mail: slabbe@fja.gc.ca 


Listing of Statutory and Departmental Reports 


Canadian Judicial Council Annual Report 

Computer News for Judges 

Federal Courts Reports 

Federal Judicial Appointments Process — June 1999 

Report and Recommendations of the 2000 Judicial Compensation and Benefits Commission 


Legislation Administered by the Office of the Commissioner for Federal Judicial 
Affairs 


The Minister has sole responsibility to Parliament for the following Act: 


Judges Act (R.S. C. 1985, c.J-1,s.1.) June 2001 
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The Estimates Documents 


Each year, the government prepares Estimates in support of its request to Parliament for authority to spend public monies. 
This request is formalized through the tabling of appropriation bills in Parliament. 


The Estimates of the Government of Canada are structured in several parts. Beginning with an overview of total government 
spending in Part I, the documents become increasingly more specific. Part II outlines spending according to departments, agencies 
and programs and contains the proposed wording of the conditions governing spending which Parliament will be asked to approve. 


The Report on Plans and Priorities provides additional detail on each department and its programs primarily in terms of more 
strategically oriented planning and results information with a focus on outcomes. 


The Departmental Performance Report provides a focus on results-based accountability by reporting on accomplishments achieved 
against the performance expectations and results commitments as set out in the spring Report on Plans and Priorities. 


The Estimates, along with the Minister of Finance’s Budget, reflect the government’s annual budget planning and resource allocation 
priorities. In combination with the subsequent reporting of financial results in the Public Accounts and of accomplishments achieved 


in Departmental Performance Reports, this material helps Parliament hold the government to account for the allocation and 
management of funds. 


©Minister of Public Works and Government Services Canada — 2004 

This document is available in multiple formats upon request. 

This document is available on the TBS Web site at the following address: www.tbs-sct.gc.ca. 
Available in Canada through your local bookseller or by mail from 

Canadian Government Publishing — PWGSC 

Ottawa, Canada K1A 0S9 


Catalogue No. BT31-4/60-2004 
ISBN 0-660-62665-9 


Treasury Board of Canada Secretariat 
Departmental Performance Reports 2004 


Foreword 


In the spring of 2000, the President of the Treasury Board tabled in Parliament the document 
“Results for Canadians: A Management Framework for the Government of Canada’. This 
document sets a clear agenda for improving and modernising management practices in federal 
departments and agencies. 


Four key management commitments form the basis for this vision of how the Government will 
deliver their services and benefits to Canadians. In this vision, departments and agencies 
recognise that they exist to serve Canadians and that a “citizen focus” shapes all activities, 
programs and services. This vision commits the Government of Canada to manage its business 
by the highest public service values. Responsible spending means spending wisely on the things 
that matter to Canadians. And finally, this vision sets a clear focus on results — the impact and 
effects of programs. 


Departmental performance reports play a key role in the cycle of planning, monitoring, 
evaluating, and reporting results to Parliament and citizens on behalf of ministers. Departments 
and agencies are encouraged to prepare their reports following principles for effective 
performance reporting (provided in the Guide to Preparing the 2004 Departmental Performance 
Report: http://www.tbs-sct.gc.ca/rma/dpr/03-04/guidance/table-of-contents_e.asp). Based on 
these principles, an effective report provides a coherent and balanced picture of performance that 
is brief and to the point. It focuses on outcomes - benefits to Canadians and Canadian society - 
and describes the contribution the organisation has made toward those outcomes. It sets the 
department’s performance in context, associates performance with earlier commitments, explains 
any changes, and discusses risks and challenges faced by the organisation in delivering on these 
commitments. Achievements realised in partnership with other governmental and 
non-governmental organisations are also discussed. Supporting the need for responsible 
spending, it links resources to results. Finally, the report is credible because it substantiates the 
performance information with appropriate methodologies and relevant data. 


In performance reports, departments and agencies strive to respond to the ongoing and evolving 
information needs of parliamentarians and Canadians. The input of parliamentarians and other 
readers can do much to improve these reports over time. The reader is encouraged to assess the 
performance reports of organisations according to the established principles, and provide 
comments to departments and agencies to help them improve in their next planning and reporting 
cycle. 


This report is accessible from the Treasury Board of Canada Secretariat Internet site: 


http://www.tbs-sct.gc.ca/rma/dpr/dpre.asp 


Comments or questions can be directed to: 
Results-based Management Directorate 
Treasury Board of Canada Secretariat 
L’Esplanade Laurier 

Ottawa, Ontario K1A ORS 


OR at: rma-mrr@tbs-sct.gc.ca 
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SECTION | - MESSAGES 


Commissioner’s message 


I am pleased to be presenting to Parliament the Performance Report 
of the Office of the Commissioner of Official Languages 
(hereinafter referred to as “OCOL”) for the period ending March 31, 
2004. I am honoured to be serving as Commissioner of Official 
Languages in this the fifth year of my mandate. 


As an officer of Parliament, it is my duty to make all decisions and 
to take all measures to ensuring recognition of the equality of status 
and use of each of the official languages and compliance with the 


spirit and letter of the Official Languages Act (the Act). 


In my 2003-2004 Report on Plans and Priorities, with the support of OCOL, I identified 
three strategic orientations: 


1. ensure the equality of English and French within the organizations subject to the Act; 
2. enhance the vitality of the official language communities in Canada; and 


3. promote the equality of English and French as a fundamental value of Canadian 
society. 


As described in this report, these strategic orientations have been the focus of our 
efforts. 


I invite you to read this report, which sets out our achievements. I would also like to 
express my appreciation to all OCOL staff. Their dedication and commitment to quality 
continues a long tradition of service to Canadians. 


Wi oe 


Dyane Adam 
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Management representation statement 


Management representation statement 


I submit, for tabling in Parliament, the 2003-2004 Performance Report for the 
Office of the Commissioner of Official Languages. 


This report has been prepared based on the reporting principles and other 
requirements in the 2003-2004 Departmental Performance Reports Preparation 
Guide and represents, to the best of my knowledge, a comprehensive, balanced, 
and transparent picture of the organization’s performance for fiscal year 2003- 


Louise Guertin 
Director General, Corporate Services Branch 
August 27, 2004 
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SECTION Il - PERFORMANCE SUMMARY 


The Commissioner of Official Languages reports directly to Parliament. Her mandate is 
conferred on her by section 56 of the Official Languages Act (the Act). It is her duty to: 


“’.. take all actions and measures within the authority of the Commissioner with a view 
to ensuring recognition of the status of each of the official languages and compliance 
with the spirit and intent of this Act in the administration of the affairs of federal 
institutions, including any of their activities relating to the advancement of English and 
French in Canadian society.” 


The Commissioner’s mandate is therefore to take all necessary measures, within her 
authority, to attain the three major objectives of the Act, which are: 


e the equality of English and French in Parliament, within the Government of Canada, 
the federal administration and institutions subject to the Act; 


e the development and vitality of official language minority communities in Canada; 
and 


e the equal status of English and French in Canadian society. 


OCOL’s performance is measured partly through the organizational changes and 
behaviours it fosters in institutions subject to the Act, which contribute to the 
advancement of the equality of English and French in Canadian society. These results 
are often the product of continuous efforts and activities of OCOL. 


In the 2003—2004 Report on Plans and Priorities (RPP), OCOL established three 
strategic orientations—see Section I, Commissioner’s message. 


Progress and performance with regard to the RPP commitments 


As Canada’s linguistic ombudsman, the Commissioner receives and reviews complaints 
and, if required, investigates and makes necessary recommendations. These 
investigations enable the Commissioner to propose solutions to problems and work with 
federal institutions towards achieving lasting results. OCOL presented the results of 

927 investigations on language of service and 120 on language of work to complainants 
and the organizations involved. More than 80 per cent of complaints were determined to 
be founded, and in most cases they resulted in improvements in applying the Act. 


Linguistic duality is a fundamental value for Canadians and one of Canada’s valuable 
asset. The Commissioner, with the support of OCOL, is determined to protect and 
promote English and French everywhere in Canada. OCOL intensified its efforts in the 
area of promotion and education by increasing its number of contacts with the media 
and the public at large, to heighten their awareness of the benefits and importance of 
linguistic duality. As part of these efforts, OCOL organized a national symposium on 
official languages in partnership with Canadian Parents for French, Intergovernmental 
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Affairs and Canadian Heritage. In addition, some significant achievements have been 
made with regard to the protection of linguistic rights and the equality of both official 
languages within Canadian society. Nevertheless, the activities undertaken 
(investigations, studies, audits) have highlighted that there are still major challenges that 
must be met in order to fully attain the objectives of the Act. 


OCOL initiated several studies on major issues affecting the linguistic rights of 
Canadians, such as services provided by federal institutions and language of work. 


OCOL also reinstated its audit function. This represents additional opportunities to 
report to Parliament on the language performance of federal institutions and other 
organizations subject to the Act. OCOL’s first audit initiative concerned service to the 
public at Canada Post Corporation’s bilingual postal outlets. In this audit, completed in 
March 2004, the Commissioner made 14 recommendations to the Corporation. In 
February 2004, OCOL undertook its second audit, this time involving Community 
Futures Development Corporations and Community Business Development 
Corporations. This audit, which deals with Part IV and Part VII of the Act, regarding 
the provision of services to the public and the enhancement of the vitality of Canada’s 
English-speaking and French-speaking minorities, involves four federal institutions: 
Industry Canada (FedNor), the Atlantic Canada Opportunities Agency, Canada Economic 
Development for Quebec Regions, and Western Economic Diversification Canada. 


OCOL continued to support the development of official language minority communities, 
and continues to encourage all institutions subject to the Act and other interested parties 
to take into account the needs of official language minority communities whenever 
policies and programs are established and implemented. 


OCOL also intensified its liaison role over the past year. It plays this role between 
federal institutions, communities and the various levels of government across Canada. 
The liaison activity is essential to intervene on priority issues for official language 
communities, and to facilitate communication of these communities’ needs and 
expectations. 


The Commissioner also places great importance on integrity and transparency in her 
functions and her duty to be accountable to the Canadian Parliament and the people of 
Canada. She works in close cooperation with both official languages committees of 
Parliament and is called upon to appear each year to discuss the budget for the expenses 
and activities of the OCOL. As these activities affect those undertaken by other 
organizations to benefit Canada, OCOL’s stringent management practices must be 
effective and efficient to meet the expectations of the Canadian public. 
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Recommendations of the House of Commons Standing 
Committee on Official Languages 


In response to the Committee’s first recommendation which was to ascertain to what 
degree the Government of Canada complies with the Act when providing health services 
to certain groups or communities, OCOL commissioned a survey on which it plans to 
report in early 2005. The survey covers all institutions providing health care directly to 
communities. 


The Committee also recommended that the Commissioner organize a national forum to 
explore the best options for strengthening the legal basis of health services to linguistic 
minorities. The question raised by the Committee is one of numerous questions 
examined by a pan-Canadian roundtable convened by the Commissioner to define the 
challenges facing current structures, and also to identify the changes and improvements 
to be considered in order to advance the equal status of English and French. Other 
consultations will take place over the coming year. The Commissioner will then 
determine whether an additional consultation on health is needed, and if so, what form it 
could take. 


In addition, the Commissioner and OCOL shared their experience and expertise with 
representatives of foreign countries that wish to adapt Canada’s linguistic model to their 
national context. 


Section IV of this Report, Responses to Parliament and Performance, pages 10 to 21, 
contains additional information on OCOL’s performance for fiscal year 2003-2004. 
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SECTION Ill - CONTEXT 


As an officer of Parliament and agent of change, the Commissioner plays several roles 
in promoting the Act and implementing its provisions, protects the language rights of 
Canadians and promotes linguistic duality and bilingualism in Canada. 


The Commissioner ensures that the three key objectives of the Act are achieved and 
takes all necessary measures in that regard. Those objectives are: 


¢ the equality of English and French in Parliament, within the Government of Canada, 
the federal administration and institutions subject to the Act; 


e the development and vitality of official language minority communities in Canada; 
and 


e the equal status of English and French in Canadian society. 
More specifically, the Commissioner plays the following six roles: 


1. Ombudsman role: The Commissioner receives and reviews complaints and, if 
required, investigates and makes necessary recommendations. In this role, she also 
conducts investigations on her own initiative as she deems advisable. 


2. Auditing role: The Commissioner plays a proactive role by conducting audits to 
measure compliance with the requirements of the Act and proposes 
recommendations relating to the existing management framework within 
organizations. 


3. Liaison role: With support from the regional offices and liaison officers, the 
Commissioner works with federal institutions and other organizations, various levels 
of government and official language minority communities throughout the country. 
Through that interchange, she gains a better understanding of the needs and concerns 
of linguistic communities, makes relevant recommendations and intervenes 
judiciously in major official language issues. 


4. Monitoring role: The Commissioner acts preventively by intervening at the stage 
where laws, regulations and policies are developed so as to ensure that language 
rights remain a primary concern of leaders. 


5. Promotion and education role: The Commissioner heightens Canadians’ awareness 
of the benefits of linguistic duality, works together with community organizations, 
takes appropriate action to have organizations subject to the Act give official 
languages and linguistic communities the attention they deserve, and contributes 
toward the development and enhancement of the vitality of official language 
minority communities. This role consists of conducting research, studies and public 
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awareness activities. She delivers speeches and participates in conferences and 
workshops to inform all Canadians of the status and importance of the official 
languages. 


6. Court intervention role: The Commissioner aids in advancing Canadians’ language 
rights by seeking leave to intervene, when appropriate, in adjudicative proceedings 
relating to the status or use of English or French to ensure that linguistic rights are 
respected. 


The chart below illustrates the interaction between the Commissioner’s six roles as an 
agent of change with her four main groups of stakeholders (Parliamentarians, federal 
institutions and other organizations subject to the Act, official language minority 
communities and the Canadian public). 


Commissioner’s roles as an agent of change 


— Canadian | 


Parliamentarians \ Federal | 
institutions oo 4 public 
and other 7 


ya 7 communities — 
ba ut organizations ye ths ‘ 
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OCOL supports the Commissioner in her duties as an officer of Parliament. More 
specifically, OCOL: 


ensures that federal institutions and other organizations subject to the Act administer 
their affairs according to the spirit and the letter of the Act by reviewing their 
strategic orientations in matters of official languages, measuring their results and 
working with them to achieve those results; 


receives and investigates complaints; 


conducts audits, studies, research and analysis to gain a better understanding of 
changes in the status and use of English and French in Canada; 


monitors the advancement of English and French within the federal administration 
and Canadian society; and 


contributes to the development and vitality of official language minority 
communities. 
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SECTION IV - RESPONSES TO PARLIAMENT 


In its report on access to health care for the official language minority communities, the 
House of Commons Standing Committee on Official Languages made two 
recommendations to the Commissioner. 


In its first recommendation, the Committee called on the Commissioner to investigate 
the extent to which the Government of Canada is complying with the Act when 
providing health care to certain groups or communities. OCOL launched an 
investigation into this matter and expects to table a report in early 2005. The 
investigation covers all organizations that are direct health care providers, namely 
Health Canada, the Royal Canadian Mounted Police, National Defence, Indian and 
Northern Affairs Canada, as well as the Department of Veterans Affairs. 


In its second recommendation, the Committee called on the Commissioner to organize a 
national forum in order to examine the best options for strengthening the legal basis of 
health services to linguistic minorities. OCOL convened a pan-Canadian roundtable on 
federal language rights legislation to define the issues arising from the current 
legislation, including those relating to the delivery of health care to linguistic minorities, 
and to identify the changes and improvements that should be considered in order to 
move towards the equality of English and French. This meeting brought together experts 
such as community leaders, lawyers, and researchers. The work done by this group 
should enable the Commissioner to comply in part with the Committee’s 
recommendation. Additional consultations will take place over the coming year to 
examine this very complex issue in greater depth. The Commissioner will then 
determine whether additional consultations specifically on health care are needed and, if 
they are, what form these could take. 
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PERFORMANCE 


STRATEGIC OUTCOME 


The Office of the Commissioner of Official Languages will encourage government 
institutions subject to the Act to respect the equality of English and French and to 


promote both official languages in Canadian society. 


OCOL’s performance can be measured by the specific objectives it had set for itself in 
order to achieve each of its strategic orientations. The efforts made by the Commissioner 
and by OCOL and the results attained with regard to each strategic orientation follow. 


Strategic Orientation 1: Ensure the equality of English and French within the 
organizations subject to the Official Languages Act. 


Investigations and recommendations 


OCOL presented the results of 927 investigations on language of service and 120 on 
language of work to complainants and the organizations involved. OCOL’s interventions 
with federal institutions and other organizations are carried out to ensure that they meet 
their obligations with regard to official languages. More than 80 per cent of complaints 
were determined to be founded and, within certain institutions involved, they resulted in 
improvements to the provision of services in both official languages and the emergence 
of an organizational culture that better reflects linguistic duality. 


In March 2004, OCOL published the sociolinguistics study Walking the Talk: Language 
of Work in the Federal Public Service. This study confirmed that French is still 
underutilized as a language of work in the National Capital Region which is designated 
bilingual. The Commissioner presented ten recommendations on language of work to 
deputy heads, the Clerk of the Privy Council, the Public Service Human Resources 
Management Agency of Canada, and the Canada School of Public Service. She 
recommended that they show stronger leadership in this area and strengthen the 
institutional capacity of the federal government, communicate regularly in both official 
languages, and demonstrate through concrete actions their support for linguistic duality. 
In this manner, they will foster an organizational culture that respects Canada’s 
linguistic duality and the language rights of their employees. 


The government took action on most of the recommendations contained in OCOL’s 
study French on the Internet: Key to the Canadian Identity and the Knowledge Economy 
in which the Commissioner outlined current issues concerning the use of French on the 
Internet, concluding that much more work remained to be done in that area. As 
recommended, Canadian Heritage coordinated the implementation of a governance 
framework and an interdepartmental working group made up of the seven institutions 
examined as part of the study: Foreign Affairs and International Trade Canada, Canadian 
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International Development Agency, Public Service Human Resources Management 
Agency of Canada - Official Languages Branch, Communications Canada, Industry 
Canada, Canadian Heritage, and Public Works and Government Services Canada. A 
number of bodies had to be created for the purpose of implementing the 
recommendations, with a view to providing the necessary structures for the various 
measures to be taken and consequently new partnerships with a number of key players 
were also created. Various projects have already been completed and others are in 
progress. These resulted in the development of a critical mass of Canadian content on 
the Internet, the deployment of language industries, and Canada’s foreign policy. 


The entire issue surrounding the broadcast of parliamentary debates on the Cable Public 
Affairs Channel (CPAC) has also advanced. After receiving complaints, the 
Commissioner had recommended that the House of Commons ensure that its work and 
debates broadcast by third parties (in this case CPAC) be transmitted to the public in 
both official languages. A ruling by the Federal Court, before which the Commissioner 
intervened, confirmed that the House of Commons does have obligations with regard to 
official languages and that it must respect the language rights of the public in 
broadcasting the work and debates of Parliament. In December 2003, the Federal Court 
of Appeal dismissed the appeal of the House of Commons in respect of this ruling on 
the grounds that this issue was moot. Indeed, in August 2003, the government had asked 
that the Canadian Radio-television and Telecommunications Commission require that 
most cable operators broadcast CPAC on two separate channels, one in English and one 
in French. Consequently, 97 per cent of cable customers in Canada are now served in 
their preferred official language. The Commissioner continues to ensure that the House 
of Commons fulfills its language obligations. 


In response to the recommendations put forward by the Commissioner in her Annual 
Report 2002-2003, and further to the meetings she had with heads of institutions, 
various organizations made commitments or carried out specific projects to improve the 
quality of their services and to promote linguistic duality in the Public Service. For 
example: 


¢ In November 2003, Treasury Board announced important changes to the 
government’s official languages policies, specifically its policies on language of 
work and human resources management. 


¢ In the fall of 2003, the Public Service Commission began a review of the 
exemptions allowed under the Official Languages Exclusion Approval Order to 
ensure that the application of this order does not lead to circumvention of the Act. 


¢ The Canadian Centre for Management Development conducted a study, entitled 
French to Follow?: Revitalizing Official Languages in the Workplace, on the use of 
the two official languages in the workplace, which resulted in barriers being 
identified, including lack of awareness by employees of their rights and obligations 
with regard to official languages, the holding of information sessions and meetings 
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in one language only, unilingual supervisors and senior managers, and the absence 
of leadership. 


¢ The Public Service Human Resources Management Agency of Canada conducted a 
study to identify the factors that lead Anglophones with a CBC proficiency level in 
their second language to use French in the workplace after they return from 
language training. 


e Fisheries and Oceans Canada signed its first cooperation agreement with OCOL in 
January 2004. This attests to the Department’s willingness to resolve complaints. As 
well, the Department adopted an accountability framework to make managers aware 
of their responsibilities with regard to the implementation of the Official Languages 
Program and of the various tools they can use to assess the situation in each area of 
responsibility. 


e The Canadian Air Transport Security Authority included a language clause in its 
contracts with providers of air traffic control services and has made strides in terms 
of using bilingual signage more extensively. 


e Environment Canada agreed with the nine recommendations made by the 
Commissioner regarding language of work, and employees confirmed that the 
situation with regard to official languages had improved. 


Liaison 


OCOL’s regional offices are working with the federal regional councils to organize 
conferences, meetings, roundtables, and workshops for the purpose of informing 
organizations of the provisions of the Act, to encourage them to provide better quality 
service to Canadians, and to change the organizational culture within the Public Service. 
In November 2003, OCOL took part, along with the federal councils in Western Canada, 
in holding Forum 4-2-1, in which more than one hundred officials from the federal 
Public Service, provincial public services, and communities from the four western 
provinces took part. The first meeting of its kind ever held in the West, the Forum 
mobilized the principal stakeholders in order to spur a change in culture and develop a 
strategic plan for official languages for the coming years. 


OCOL worked with key leaders and managers in the federal government with a view to 
increasing the number of Anglophones in the Federal Public Service in Quebec. The 
Official Languages Committee of the Quebec Federal Council, in conjunction with the 
Public Service Commission, developed projects to recruit Anglophones in Quebec. In 
addition, the Council’s Middle Managers Network set up a network of Anglophone 
middle managers. The Council’s Official Languages Committee joined forces with 
Treasury Board in conducting a study to identify potential barriers to the recruiting of 
Anglophones by the Federal Public Service in Quebec. 
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Auditing 


OCOL restored its auditing function. The audits OCOL conducts serve to assess how 
institutions fulfill their obligations with regard to official languages and to make 
recommendations accordingly. The first of these was conducted at Canada Post, 
concerning the provision of service to the public in bilingual postal outlets. The 
Commissioner made several recommendations aimed at improving the provision of 
services in the two official languages. Canada Post must, among other things: 


e raise the level of bilingualism required for its staff from minimal to intermediate; 


e provide better support to postal franchise operators so that they can adequately meet 
their linguistic obligations; 


* come to an agreement with the unions in order to staff bilingual positions in its 
urban offices on an imperative basis (Canada Post already does this in rural areas); 
and 


e make managers’ performance in the area of language of service a component of the 
annual appraisal process. 


The Corporation undertook to implement most of the Commissioner’s recommendations 
including the strengthening of its monitoring mechanisms. 


In February 2004, OCOL also began its second audit, this time aimed at Community 
Futures Development Corporations and Community Business Development 
Corporations. This audit, which deals with Part IV and Part VII of the Act, that concern 
the provision of services to the public and the enhancement of the vitality of Canada’s 
English-speaking and French-speaking minorities, involves four federal institutions: 
Industry Canada (FedNor), the Atlantic Canada Opportunities Agency, Canada Economic 
Development for Quebec Regions and Western Economic Diversification Canada. 


Monitoring 


The Commissioner appeared before the House of Commons and Senate Committees on 
Official Languages and wrote to a number of parliamentarians and administrators, and 
met with key federal ministers responsible for official languages. The Commissioner 
also wrote to the Prime Minister of Canada and met with members of his cabinet upon 
their being appointed, in December 2003, to make them aware of the need to exercise 
political leadership in implementing her various recommendations on the advancement 
of the equality of status of the two official languages and urged them to follow through 
on the commitments set out in the Government of Canada’s Action Plan for Official 
Languages. As well, the Commissioner increased her number of interventions with key 
political and administrative players to ensure that the government’s management 
accountability framework not only be applied at all levels within the federal government 
and to all lines of government business, but also take account of official languages. 
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In giving Royal Assent to the Public Service Modernization Act in November 2003, 
Parliament adopted some of the recommendations made by the Commissioner during 
the debate surrounding Bill C-25. This law provides for the creation of the Canada 
School of Public Service which, among other things, is responsible for language 
training. The government made second-language training an integral part of the training 
and development provided to managers and staff. The concept of linguistic duality was 
added to the preamble to the Public Service Employment Act as a guiding principle. The 
government also committed to having the Privy Council Office and the Governor in 
Council ensure that the new Public Service Staffing Tribunal has the requisite bilingual 
capacity to provide adequate services to both language groups in their preferred official 
language, although this is not entrenched in the Act. The Commissioner maintains close 
ties with those with responsibility in this regard in order to ensure full compliance with 
these principles. 


The Commissioner worked with heads of Transport Canada to take steps so that any 
legislation governing the activities of Air Canada, once its restructuring is complete, 
respects the rights of the traveling public and of the carrier’s employees with regard to 
official languages. 


Strategic Orientation 2: Enhance the vitality of the official language communities in 
Canada. 


This strategic orientation is very much in keeping with the government’s commitment 
outlined in the Speech from the Throne of February 2004: 


“Linguistic duality is at the heart of our identity. 
It is our image in the world. It opens doors for us. 
The Government will nurture this asset, which benefits all Canadians. 
It will ensure that minority language communities have the tools that enable their 
members to fully contribute to the development of Canadian society.” 


Under Part VII of the Act, the federal government committed to enhance the vitality of 
the English and French linguistic minority communities in Canada and supporting and 
assisting their development, and to foster the full recognition and use of both English 
and French in Canadian society. This year, the Commissioner intervened at various 
levels to ensure that this committment is carried out. 


The Commissioner appeared before a number of parliamentary committees with regard 
to bills S-11 and S-4 to support the initiative to clarify the legal scope of Part VII of the 
Act and the obligations of federal institutions. Federal institutions are responsible to act 
on the government’s commitment with regard to the advancement of Canada’s two 
official languages and the development of official language communities. In March 
2004, the Senate unanimously passed Bill S-4. This bill was then sent to the House of 
Commons but died on the order paper with the dissolution of Parliament. 
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As well, the Commissioner was granted intervenor status before the Court in two 
proceedings relating to Part VII of the Act, namely Forum des maires de la péninsule 
acadienne v. Canada (Food Inspection Agency) (Federal Court of Appeal) and Raiche v. 
Canada (Attorney General) (electoral boundaries in New Brunswick) (Federal Court). 
These two proceedings followed from investigations carried out by the Commissioner, 
with respect to which she concluded that the federal institutions in question had not 
taken sufficient account of the impact their decision would have on the development and 
vitality of the official language minority community. In Forum des maires, the Federal 
Court also sided with the complainant, on September 8, 2003, basing itself in part on the 
conclusions contained in the Commissioner’s investigation report. However, the 
Attorney General of Canada appealed this decision before the Federal Court of Appeal, 
and the Commissioner presented arguments on the scope of Part VII of the Act. 


Health 


OCOL played a role in achieving progress in the health sector. The Commissioner 
stressed to key players at the various levels of government the importance of concluding 
agreements containing special measures to provide health services adapted to official 
language minority communities across Canada. The House of Commons Standing 
Committee on Official Languages heard a number of experts on this matter and tabled 
its report in October 2003, which reinforced the views expressed by the Commissioner, 
the Commission on the Future of Health Care in Canada, and the Standing Senate 
Committee on Social Affairs, Science and Technology. Further to the recommendations 
made by the Commissioner, in March 2004, the Canadian Institutes of Health Research 
held a workshop attended by stakeholders from English-speaking and French-speaking 
minority communities in the field of health to assess the needs and deficiencies in 
research with a view to facilitating access to health care. The concrete achievements in 
health care flowing from the Action Plan for Official Languages include the creation of 
the Official Language Community Development Bureau by Health Canada and the 
conclusion of agreements by the Consortium national de formation en santé to provide 
training to more than 1,000 health professionals by 2008. As well, Santé en francais set 
up 17 regional health networks that will provide planning with respect to health services 
for Francophones. These measures have already led to concrete results in various 
regions of the country, both in Anglophone and Francophone minority communities. 


Immigration 


OCOL also helped to bring about improvements in the area of immigration. The 
Commissioner recommended to the government to increase the number of Francophone 
immigrants in communities and to facilitate their full economic and social integration. 
This recommendation resulted in the creation, in November 2003, of the Citizenship and 
Immigration Canada-Francophone Communities Steering Committee, on which OCOL 
sits as an observer. The Committee developed a strategic framework to carry out the 
government’s commitment set out in its Action Plan for Official Languages to increase 
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the proportion of French-speaking immigrants who settle outside Quebec from 3.1 per 
cent to 4.4 per cent by 2008. Action is already being taken to increase the capacity of 
Francophone and Acadian communities to receive new French-speaking immigrants and 
to provide for these immigrants’ economic, social, and cultural integration into Canadian 
society and the receiving community. The purpose of these measures is to: 


¢ identify source countries for Francophone immigration at which more extensive 
government efforts should be directed; 


* organize targeted recruitment missions in conjunction with Francophone 
communities, the provinces, and the Department; 


e reduce processing times for Francophone applicants who meet labour-market needs; 


¢ develop information tools on official language minority communities, and promote 
these communities in source countries; and 


* maintain training programs for visa officers to make them aware of the issues 
relating to Francophone immigration. 


OCOL will monitor progress in this regard at all levels, through its role as observer on 
the steering committee made up of representatives from Citizenship and Immigration 
Canada and from Francophone and Acadian communities. 


Following an investigation conducted by OCOL on access to language tests, which 
showed that the limited availability of French-language tests can have a negative impact 
on the number of French-speaking immigrants in Canada, Citizenship and Immigration 
Canada implemented corrective measures to provide equitable access to both the 
English-language test and the French-language test. French-language tests are now 
available in 74 countries, up from 55 countries in the summer of 2003. The Chambre de 
Commerce et d’Industrie de Paris, the organization responsible for these tests, is 
currently negotiating with 27 other countries so that they can offer these tests as well. 


Federal-provincial agreements concerning would-be immigrants to Manitoba, 
Saskatchewan, New Brunswick, and Nova Scotia now contain a clause providing for the 
participation of minority communities in matters relating to the promotion, as well as to 
the recruitment and integration of new immigrants whose first language is the minority 
language. 


In December 2003, a new research centre on immigration in Atlantic Canada was 
inaugurated. One of the centre’s priorities is research on Francophone immigration in 
official language minority communities. 
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Justice 


Progress was also made in the area of justice. In April 2003, OCOL, together with 
Justice Canada and the Canadian Centre for Management Development, held a 
symposium entitled Access to Justice in Both Official Languages: English and French in 
Federal Tribunals. The purpose of this symposium was to look at the issues relating to 
the language obligations arising from sections 16 to 20 of the Act. The presidents of 
some 20 federal tribunals then created a working group, in which OCOL took part as an 
observer, to follow up on the outcomes from the symposium. OCOL also took part in 
the working group created by the Government of Manitoba to improve French-language 
services within its legal system. Since then, the Government of Manitoba has been 
gradually introducing legal services in the French-language, and OCOL is providing 
support by following up with Justice Canada. OCOL also took part in the conference on 
access to justice in French in British Columbia, organized by the Association des 
juristes d’expression francaise in that province as part of an event called Journée de 
droit. The purpose of this event was to assess the current situation and examine future 
prospects with regard to access to justice in French. 


Education 


In matters concerning education, Saskatchewan’s post-secondary academic environment 
was enriched. Concerted efforts by the community, sustained by the Commissioner, lead 
to the signing of a funding agreement between the Government of Canada, the 
Government of Saskatchewan and the University of Regina for the University’s French 
Institute project. This funding will ensure the viability of the French Institute which, by 
virtue of its active role in the community, constitutes an important cornerstone in the 
development of Saskatchewan’s Francophone community. 


The legal interventions of the Commissioner in the area of education rights have also 
met with success. In November 2003, a ruling of the Supreme Court of Canada in the 
matter of Doucet-Boudreau v. Nova Scotia (Ministry of Education), in which the 
Commissioner intervened, confirmed the Commissioner’s position that the courts have 
the right to review the execution of court orders issued against governments that do not 
respect constitutional rights in matters of education guaranteed under section 23 of the 
Canadian Charter of Rights and Freedoms. The Commissioner also intervened before 
the Supreme Court of Canada in two cases concerning the conditions for admission to 
English schools in Quebec. In the Casimir case, parents contested the validity of section 
73 of Quebec’s Charter of the French Language which requires that a child have 
received the “major part” of his or her schooling in the language of the minority. The 
Commissioner maintained that the criterion concerning the “major part” of the schooling 
received was at variance with section 23 of the Canadian Charter, since it does not take 
into account in its application the interests of the child, those of his or her family, and 
those of Quebec’s Anglophone community. 
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In the matter of Gosselin et al., Quebec French-speaking parents claimed that the 
Charter of the French Language is discriminatory due to the fact that it does not allow 
them to choose to enroll their children in English-language schools. The Commissioner 
pointed out that the position of the appellants - in favour of non-restrictive free access to 
Anglophone minority schools - would mean for all intents and purposes that 
Anglophone minority schools would become immersion schools. Such a situation would 
compromise the fulfillment of the objective of section 23 of the Canadian Charter, that 
is the enhancement of the vitality of the official language minority communities. 


Economy 


The economic strength of an official language minority community is a direct measure 
of its capacity for self-development and enrichment. It is from this perspective that the 
Commissioner has become involved with issues of an economic nature in various 
regions of the country. 


In recent years, the Centre d’avancement et de leadership en développement économique 
communautaire de la Huronie has complained that Industry Canada does not provide 
adequate consultation services in French. An OCOL investigation carried out in 2001 
confirmed this problem and concluded that the Department had violated section 41 of 
the Act. In 2003, OCOL conducted a follow-up which showed that the Department was 
still not responding adequately to the Commissioner’s recommendations, despite certain 
efforts in this regard. 


The Commissioner also intervened in the Lower North Shore region of Quebec which 
has suffered a serious economic crisis since the imposition of a moratorium on cod 
fishing and the prohibition of snow crab fishing in the region. The fishers of Old Fort- 
Blanc Sablon filed a complaint with the Commissioner to the effect that the 
government’s decisions had a negative impact on the vitality of the English-speaking 
community of the region. The Commissioner asked the Ministers of Fisheries and 
Oceans Canada and of Human Resources Development Canada, as well as the Secretary 
of State responsible for the Canada Economic Development for Quebec Regions, to take 
into account the particular needs of this community in developing support strategies for 
the communities affected by this crisis. 


Strategic Orientation 3: Promote the equality of English and French as a fundamental 
value of Canadian society. 


The learning of the two official languages by young Canadians was one of OCOL’s key 
promotion activities this year. In order to promote one of the federal government’s 
objectives, to double by 2013 the number of young bilingual Canadians, OCOL held the 
Symposium on Official Languages: Vision and Challenges in the 21S¢ Century, in 
partnership with Canadian Parents for French, Intergovernmental Affairs, and Canadian 
Heritage in March 2004. This symposium led to the creation of networks and the 
mobilization of several key players, who made concrete commitments. The governments 
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of Alberta and Ontario helped enrich these exchanges by delegating official 
representation. Alberta’s Minister of Learning announced that legislation would be 
enacted to make the learning of a second language mandatory in order that students 
possess an intermediate level of knowledge by grade twelve. Ontario’s Minister of 
Culture and Minister responsible for Francophone Affairs informed participants that she 
had undertaken a worthwhile initiative in cooperation with her Quebec counterpart in 
order that Ontario join La Francophonie. Some one hundred participants from various 
fields shared their visions, had the opportunity to learn from the successes and 
experiences of others, and identified strategies and ways to achieve the objective of 
doubling the number of young bilingual Canadians. The key players in the 
implementation of Canada’s linguistic duality, namely in the areas of education, 
business and economics, arts, culture and sport, can draw inspiration from the 
Symposium report to develop strategies. The Commissioner can continue to support her 
partners and decision makers in developing a common strategy and promoting the 
sectors likely to mobilize all parts of Canadian society. The federal Minister responsible 
for Official Languages has undertaken to put in place a practical action plan so that 
consultation groups from the provinces and territories can define their particular needs 
and make the necessary recommendations accordingly. National and regional 
consultations were immediately undertaken in this regard. 


The Commissioner recommended to the federal Minister responsible for Official 
Languages to take all measures within his authority to have the national capital declared 
officially bilingual. In November 2003, she also wrote to the Premier of Ontario and to 
the Minister of Culture and Minister responsible for Francophone Affairs to urge them 
to take advantage of the 400" anniversary of the first French settlement in America, in 
2004, to issue an official statement in this regard. This request was favourably received 
by the Minister, as expressed in her reply to the Commissioner. 


To promote Canadian linguistic duality, OCOL also increased its interaction with 

the public. The Commissioner gave some 30 speeches on official languages and 

145 interviews. OCOL responded to a total of 284 requests from the media and to 994 
general enquiries, as compared to 516 in the previous fiscal year. 


OCOL published studies on official languages in the Canadian sport system, the leases 
of tenants in federal buildings located in the National Capital Region, and linguistic 
duality in advertising and commercial sponsorships: 


¢ Follow-Up: Official Languages in the Canadian Sport System (June 2003). This 


study sets out the measures taken by Sport Canada towards fulfilling its obligations 
with regard to official languages, further to the recommendations put forward by the 
Commissioner in a report published in 2000 and the comments pertaining to the 
institution’s deficiencies contained in OCOL’s annual report from last year. 
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¢ For Rent: In Search of Bilingual Services from Businesses in NCR Federal 
Buildings (March 2004). This special study includes 13 recommendations addressed 


to various bodies, including the National Capital Commission, Public Works and 
Government Services Canada, and Canadian Heritage, which have agreed to 
implement the recommendations. These recommendations aim to ensure that 
language clauses are included in leases, that merchants are informed of their 
obligations, that suitable monitoring mechanisms are introduced, and that support 
services for translation and terminology are provided to merchants. 


¢ Linguistic Duality in Commercial Advertising and Sponsorships (September 2003). 


The Commissioner formulated guidelines to assist federal institutions and other 
organizations subject to the Act in adhering to the commitment by the Government 
of Canada to “fostering the full recognition and use of both English and French in 
Canadian society” (section 41) by promoting Canada’s linguistic duality through 
advertisements and sponsorship messages placed in their publications. 


Canada’s policies and practices with regard to promoting our country’s linguistic duality 
are a source of inspiration for other countries, who seek OCOL’s support in this area. 
OCOL’s experience and expertise serve to promote Canadian language management 
abroad. In this regard, the Commissioner held one of the vice-chair positions, until 
October 2003, with the Association des ombudsmans et médiateurs de la francophonie. 
As well, the Commissioner gave a speech on the importance of governments showing 
leadership and making the necessary tools available for the implementation of language 
policy as part of a symposium held in November 2003 by the Réseau international du 
francais dans le monde, an organization of the Agence internationale de la 
francophonie. As well, OCOL hosted a South African delegation in September 2003 and 
offered possible internships for its representatives to enhance their understanding of the 
Canadian approach to language matters and allow them to apply these learnings to their 
situation. OCOL also worked with Sri Lanka on a study on the capacity of that country’s 
Official Languages Commission and the department responsible for implementing 
language policy. 
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SECTION V - FINANCIAL PERFORMANCE 


Overview of the Use of Parliamentary Appropriations 


Since 2001-2002 additional resources have allowed OCOL to create a Parliamentary 
Relations Unit, to raise it’s profile in the regions by working more closely with 
communities and federal institutions, to restore it’s language audit function, and to plan 
for a new Legal and Social Research and Analysis Unit. 


In 2003-2004, OCOL used $18.2 million ($16.7 million in 2002-2003) of the $18.8 
million authorized by Parliament. $18.3 had been voted in OCOL’s initial main budget 
and the organization received $0.5 in supplementary appropriations during the year. 


Like federal departments and agencies, OCOL may, subject to the approval of 
Parliament, carry forward up to 5 percent of its operating budget to the next fiscal year 
(based on program expenditures in the Main Estimates). OCOL has requested 
permission to carry forward $725,381 to fiscal year 2004-2005. 


OCOL places great importance on the real and perceived integrity and transparency of 
the Commissioner’s role and duty to report to Parliament. Starting in 2003-2004, the 
financial statements of the Office of the Commissioner of Official Languages will be 
reviewed annually by the Office of the Auditor General. 


Overview of the Use of Full-time Equivalents 


OCOL used 146 full-time equivalents (FTEs) in 2003-2004, representing 88% percent 
of the authorized budget of 162 FTEs. 


Page. -22- Office of the Commissioner of Official Languages 


Table 1 - Summary of Voted Appropriations 


Table 1 details the way Parliament votes resources including voted appropriations and 
statutory authorities and details the actual usage of those resources. 


Financial requirements by Authority (thousands of dollars) 


2003-2004 
Total Main Total Planned Total Total Actual 

Vote Estimates Spending Authorities* Spending 
Office of the Commissioner of Official Languages 

25 Program Expenditures 16,225.0 16,225.0 16,993.5 16,454.7 
(S) Crown Assets Surplus 0.0 0.0 D3 0.0 
(S) Contributions to Employee Benefit Plans 2,045.0 2,045.0 IL Why 
Total for OCOL 18,270.0 18,270.0 18,753.5 18,212.4 


*Total authorities correspond to the Main Estimates plus all Supplementary Estimates and other authorities. 
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Table 2 - Comparison of Total Planned to Actual Spending 


Table 2 details resources used by business lines in comparison to the resources voted by 
Parliament in Table 1. 


Departmental Planned versus Actual Spending by Business Line ($ thousands 
except FTEs) 


Grants TotalGross Less: Total Net 
and Expendi- Respendable Expendi- 


Business Lines FTE* Operating** Capital Contributions tures Revenues tures 
Complaints and Investigations 
(Main Estimates) 67.5 5,989.0 - - 5,989.0 - 5,989.0 
(Total Planned spending) 67.5 5,989.0 - - 5,989.0 - 5,989.0 
(Total authorities) 67.5 6,004.2 - - 6,004.2 - 6,004.2 
(Total Actual Spending) 68.0 6,392.8 - - 6,392.8 - 6,392.8 


Information, Research 
and Analysis 


(Main Estimates) 53.0 6,892.0 - - 6,892.0 - 6,892.0 
(Total Planned spending) 52.0). 6892.0 - - 6,892.0 . 6,892.0 
(Total authorities) 53.0 6,402.9 - - 6,402.9 - 6,402.9 
(Total Actual Spending) 40.0 5,880.2 - - 5,880.2 - 5,880.2 
Corporate Services 
(Main Estimates) 41.5 5,389.0 - - 5,389.0 - 5,389.0 
(Total Planned spending) 41.5 5,389.0 - - 5,389.0 - 5,389.0 
(Total authorities) 41.5 6,346.4 - - 6,346.4 - 6,346.4 
(Total Actual Spending) 38.0 5,939.4 - - 5,939.4 - 5,939.4 
Total 
(Main Estimates) 162.0 18,270.0 18,270.0 - 18,270.0 
(Total Planned spending) 162.0 18,270.0 18,270.0 - 18,270.0 
(Total authorities) LOZO MeL Oss SD - - lies Jai) - 18,753.5 
(Total Actual Spending) 146.0 18,212.4 - - 18,212.4 - 18,212.4 


Cost of services provided 
by other departments 


(Total Planned spending) 2,026.0 

(Total authorities) 2,653.0 

(Total Actual Spending) 2,653.0 
Net Cost of the Program 

(Total Planned spending) 20,296.0 

(Total authorities) 21,406.5 

(Total Actual Spending) 20,865.4 


* Full-time equivalents 
** Includes contributions to employee benefit plans 
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Table 3 - Historical Comparison Total Planned Spending to Actual Spending 
by Business Lines 


Table 3 provides an historical perspective on how resources are used by the Office fo 
the Commissioner of Official Languages. 


(thousands of dollars) 


2003-2004 
Actual Actual Total Main Total Planned Total Total Actual 

Business Lines 2001-2002 2002-2003 Estimates Spending Authorities Spending 
Complaints 

and Investigations 4,621.5 4,798.0 5,989.0 5,989.0 6,004.2 6,392.8 
Information, Research 

and Analysis 4,071.4 4,263.2 6,892.0 6,892.0 6,402.9 5,880.2 
Corporate Services* OMeS: 7,623.8 5,389.0 5,389.0 6,346.4 5,939.4 
Total 14,864.8 16,685.0 18,270.0 18,270.0 18,753.5 18,212.4 


* In 2001-2002 and 2002-2003, the total cost of contributions to employee benefit plans was included in the 
Corporate Services Business line. In 2003-2004, the contributions to employee benefit plans has been 
allocated to all three business lines. 
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Table 4 - Travel and Hospitality Expenses 
for the Commissioner of Official Languages 


April 1, 2003 to March 31, 2004 (in dollars) 


International travel 14,216 
Travel within Canada 17,950 
Travel 32,166 
Hospitality 2,515 
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OFFICE OF THE COMMISSIONER OF OFFICIAL LANGUAGES 


Management Responsibility for Financial Statements 


Responsibility for the integrity and objectivity of the accompanying financial statements 
of the Office of the Commissioner of Official Languages for the year ended March 31, 
2004 and all information contained in this report rests with the Office’s management. 


These financial statements have been prepared by management in accordance with 
Canadian generally accepted accounting principles, using management’s best estimates 
and judgements where appropriate. These statements should be read within the context 
of the significant accounting policies set out in Note 2. 


Management has developed and maintains financial and management controls and 
practices, and information systems, designed to provide reasonable assurance that the 
Office’s assets are safeguarded and controlled, resources are managed economically and 
efficiently in the attainment of corporate objectives, and that transactions are in 
accordance with the Financial Administration Act and regulations as well as the Office’s 
policies and statutory requirements. 


The Auditor General of Canada conducts an independent audit and expresses an opinion 
on the accompanying financial statements. 


LP em rahe how 


Dyane Adam Louise Guertin 
Commissioner of Official Languages Senior Financial Officer 
Director General Corporate Services 


Ottawa, Canada 
August 27, 2004 
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we 


by Vérificatrice générale du Canada 


enact 
<4 Auditor General of Canada 


AUDITOR’S REPORT 


To the Speaker of the House of Commons and the Speaker of the Senate 


| have audited the statement of financial position of the Office of the Commissioner of Official 
Languages as at 31 March 2004 and the statements of operations, accumulated deficit, and cash 
flows for the year then ended. These financial statements are the responsibility of the Office’s 
management. My responsibility is to express an opinion on these financial statements based on 
my audit. 


| conducted my audit in accordance with Canadian generally accepted auditing standards. Those 
standards require that | plan and perform an audit to obtain reasonable assurance whether the 
financial statements are free of material misstatement. An audit includes examining, on a test 
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also 
includes assessing the accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial statement presentation. 


In my opinion, these financial statements present fairly, in all material respects, the financial 
position of the Office as at 31 March 2004 and the results of its operations and its cash flows for 
the year then ended in accordance with Canadian generally accepted accounting principles. 


Further, in my opinion, the transactions of the Office that have come to my notice during my audit 
of the financial statements have, in all significant respects, been in accordance with the Financial 
Administration Act and regulations and the Official Languages Act. 


Sie ee 


Sheila Fraser, FCA 
Auditor General of Canada 


Ottawa, Canada 
27 August 2004 


240 rue Sparks Street, Ottawa, Ontario KIA 0G6 


OFFICE OF THE COMMISSIONER OF OFFICIAL LANGUAGES 


Statement of Financial Position 
as at 31 March 


2004 2003 
Assets 

Financial assets 

Cash $ 3,275 $ 2515 

Due from the Consolidated Revenue Fund 2,127,035 £73517 4 

Accounts receivable 395,219 501,455 

2525529 2,239,204 
Capital assets (Note 4) 2,063,864 D461) OVS) 
Total assets $ 4,589,393 $ 4,566,829 
Liabilities and Accumulated Deficit 

Current liabilities 
Accounts payable and accrued liabilities 

Federal government departments 

and agencies $ 263,707 $ 224,175 

Other accounts payable 1,823,665 15935729 
Accrued salary and wages 230,535 143,794 
Provision for vacation pa 645,113 699,331 

2,963,020 2,661,029 

Non-current liabilities 

Employee severance benefits (Note 5) 2,113,099 1,860,945 
Total liabilities 5,076,119 4,521,974 
Accumulated (Deficit)/Surplus (Note 9) (486,726) 44,855 
Total liabilities and accumulated deficit $ 4,589,393 $ 4,566,829 


Contingent liabilities (Note 10) and Commitments (Note 11). 


The accompanying notes are an integral part of these financial statements. 


LP oe 


Dyane Adam Louise Guertin 
Commissioner of Official Languages Senior Financial Officer 
Director General Corporate Services 


Office of the Commissioner of Official Languages Page. -29- 


OFFICE OF THE COMMISSIONER OF OFFICIAL LANGUAGES 


Statement of Operations 
for the year ended 31 March 


2004 
Expenses (Note 6) 
Complaints and investigations $ 6,668,080 
Information, research and analysis 6,092,572 
Corporate Services 8,461,011 
Net cost of operations SIU 212216663 


The accompanying notes are an integral part of these financial statements. 


OFFICE OF THE COMMISSIONER OF OFFICIAL LANGUAGES 


Statement of Accumulated Deficit 
for the year ended 31 March 


2004 
Surplus, beginning of the year $ 44,855 
Net cost of operations (21,221,663) 
Services provided without charge (Note 8) 2,653,384 
Net cash provided by Government 17,644,837 
Increase in Due from the Consolidated Revenue Fund 391,861 
Deficit, end of the year $ (486,726) 


The accompanying notes are an integral part of these financial statements. 
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OFFICE OF THE COMMISSIONER OF OFFICIAL LANGLAGES 


Statement of Cash Flows 
for the year ended 31 March 


2004 
Operating activities 
Net cost of operations $e 21,221,663 
Adjustments for items not affecting cash 
Statement of Operations 
Amortization of capital assets (655,663) 
Services provided without charge (Note 8) (2,653,384) 
Statement of Financial Position 
(Increase) in liabilities (554,145) 
(Decrease) in cash and receivables (105,536) 
Cash applied to operating activities 17,232,935 
Capital transactions 
Acquisition of capital assets 391,902 
Net cash provided by Government $ 17,644,837 


The accompanying notes are an integral part of these financial statements. 
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OFFICE OF THE COMMISSIONER OF OFFICIAL LANGUAGES 
Notes to the Financial Statements 


For the year ended 31 March 2004 


1. Authority and Objectives 


The Parliament of Canada adopted the first Official Languages Act in 1969. This Act 
provided that English and French would henceforth have "equality of status and equal 
rights and privileges as to their use in all the institutions of the Parliament and Government 
of Canada." 


A new Official Languages Act came into force in 1988. The Act sets out three basic 
objectives of the Government of Canada: 


a) ensure respect for English and French as the official languages of Canada, and ensure 
equality of status and equal rights and privileges as to their use in all federal 
institutions; 


b) set out the powers, duties and functions of federal institutions with respect to the 
official languages of Canada; 


c) support the development of English and French linguistic minority communities and 
generally advance the equality of status and use of the English and French languages 
within Canadian society. 


The Office of the Commissioner of Official Languages (Office), which serves the public 
from its offices in Ottawa and its five regional offices, supports the Commissioner of 
Official Languages in fulfilling her mandate. The mandate of the Commissioner consists of 
taking all necessary measures to ensure recognition of the status of each of the official 
languages and compliance with the letter and the spirit of the Official Languages Act in the 
administration of the affairs of federal institutions, including any of their activities relating 
to the advancement of English and French in Canadian society. 


The Office is named in Schedule I.1 of the Financial Administration Act (FAA) and is 
funded by the Government of Canada through appropriations. 


The Commissioner of Official Languages is appointed after approval of the appointment by 
resolution of the Senate and the House of Commons for a seven-year term (renewable) and 
holds office during good behaviour. The Commissioner reports directly to Parliament. 
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(b) 


(c) 


(d) 


(e) 


Significant Accounting Policies 


Basis of presentation 
These financial statements have been prepared on an accrual basis of accounting in 
accordance with Canadian generally accepted accounting principles. 


Parliamentary appropriations 

The Office of the Commissioner of Official Languages is financed through 
parliamentary appropriations. Appropriations provided to the Office do not parallel 
financial reporting according to Canadian generally accepted accounting principles. 
They are based in a large part on cash flow requirements. Consequently, items 
recognized in the statement of operations and the statement of financial position are 
not necessarily the same as those provided through appropriations from Parliament. 
Note 3 provides information regarding the source and disposition of these authorities 
and provides a high-level reconciliation between the two bases of reporting. 


Due from the Consolidated Revenue Fund 

The Office operates within the Consolidated Revenue Fund (CRF). The CRF is 
administered by the Receiver General for Canada. All cash received by the Office is 
deposited to the CRF and all cash disbursements made by the Office are paid from the 
CRE Due from the CRF represents amounts of cash that the Office is entitled to draw 
from the Consolidated Revenue Fund, without further appropriations, in order to 
discharge its liabilities. Net cash provided by government is the difference between all 
cash receipts and all cash disbursements including transactions involving departments 
and agencies. 


Employee severance benefits, vacation pay and compensatory leave 

Employee severance pay, vacation pay and compensatory leave are expensed as the 
benefit accrues to employees under their respective terms of employment. The Office’s 
liability for employee severance benefits is calculated using information derived from 
the results of the actuarially determined liability for employee severance benefits for 
the government as a whole. The liability for vacation pay and compensatory leave is 
calculated at the salary levels in effect at the end of the year for all unused vacation 
pay and compensatory leave benefits accruing to employees. Employee severance 
benefits and vacation pay liabilities payable on cessation of employment represents 
obligations of the Office that are normally funded through future years’ appropriations. 


Employee future benefits 

The Government of Canada sponsors an employee benefit plan (Health and Dental) in 
which the Office participates. As a participant, contributions by the Office are recorded 
at cost and are charged to expenses in the period incurred and represent the total 
obligation of the Office to the plan. The Office is not required under present legislation 
to make contributions with respect to any future unfunded liabilities of the plan. 
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(f) 


(g) 


(h) 


(i) 


0) 


Contributions to the Public Service Superannuation Plan 

The Office’s eligible employees participate in the Public Service Superannuation Plan 
administered by the Government of Canada. Both employees and the Office contribute 
to the cost of the Plan. The contributions represent the total obligations of the Office 
and are recognized in the accounts on a current basis. The Office is not required under 
present legislation to make contributions with respect to any actuarial deficiencies of 
the Public Service Superannuation Account. 


Services provided without charge by government departments and agencies 
Services provided without charge by government departments and agencies are 
recorded as operating expenses at their estimated cost. A corresponding amount is 
reported directly in the Statement of Accumulated Deficit. 


Capital assets 

The Office records as capital assets all expenses providing multi year benefits to the 
Office and having an initial cost of $1,000 or more. Similar items under $1,000 are 
expensed in the Statement of Operations. 


Amortization of capital assets is done on a straight-line basis over the estimated useful 
life of the capital asset as follows: 


Asset Amortization period 
Machinery and equipment 5 years 
Informatics hardware 4 years 
Furniture 4 years 
Informatics software 3 years 
Motor vehicle 7 years 
Leasehold improvements 10 years 
Receivables 


Receivables are stated at amounts expected to be ultimately realized. A provision is 
made for receivables where recovery is considered uncertain. 


Measurement uncertainty 

The preparation of financial statements in accordance with Canadian generally 
accepted accounting principles requires management to make estimates and 
assumptions that affect the reported amounts of assets, liabilities, revenues and 
expenses reported in the financial statements. At the time of preparation of these 
statements, management believes the estimates and assumptions to be reasonable. The 
most significant items where estimates are used are the useful life of capital assets and 
employee severance benefits. Actual results could differ from these current estimates. 
The estimates are reviewed periodically and as adjustments become necessary, they 
are reported in net cost of operations in the period in which they become known. 
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3. Parliamentary Appropriations 


a) Reconciliation of net cost of operations to total Parliamentary appropriations used 


2004 

Net cost of operations $ 21,221,663 
Less: expenses not affecting appropriations 

Amortization of capital assets (655,663) 

Services provided without charge (2,653,384) 

Other adjustments 9,518 

17,922,134 

Changes in Statement of Financial Position amounts 

not affecting the current year use of appropriations (197,936) 
Parliamentary appropriations applied to operations 17,724,198 
Capital asset acquisitions funded by appropriations 391,902 
Total Parliamentary appropriations used $ 18,116,100 


b) Reconciliation of net cash provided by Government to Parliamentary appropriations used 


2004 
Net cash provided by Government $ 17,644,837 
Net change in Statement of Financial Position accounts payable 
and accrued liabilities and accrued salary and wages 356,209 
Net change in Statement of Financial Position assets 105,536 
Other adjustments 9,518 
Total Parliamentary appropriations used $ 18,116,100 
c) Reconciliation of Parliamentary appropriations provided to Parliamentary 
appropriations used 
2004 
Parliamentary appropriations provided $ 18,753,472 
Less: 
lapsed appropriations (635,443) 
available for use in subsequent years i229) 
Parliamentary appropriations used $ 18,116,100 
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4. Capital assets 


Cost 31 March 2003 Additions Disposals 31 March 2004 
Machinery and equipment $ = 101,531 $ 111,041 S flaia 
Informatics hardware 1,518,028 192,362 1,710,390 
Furniture 565,741 20,479 586,220 
Informatics software 314,595 PPR SNS' 341,708 
Motor vehicle 23,697 23,697 
Leasehold improvements 851,129 40,907 892,036 

$3374.21 $ 391,902 $ 3,766,623 
Accumulated amortization 31 March 2003 Amortization Disposals 31 March 2004 
Machinery and equipment $ 30,705 Sit 185535 $ 49,240 
Informatics hardware 854,685 294,231 1,148,916 
Furniture 41,332 143,764 185,096 
Informatics software 107,961 110,635 218,596 
Motor vehicle 12,413 3,385 15,798 
Leasehold improvements = 85,113 85,113 

$ 1,047,096 $ 655,663 $ 1,702,759 
Net Book Value S 2:327,625 $ 2,063,864 


5. Employee future benefits 


a) Pension benefits 
The Office’s contributions to the Public Service Superannuation Account was 
$1,757,717 and is included in the Statement of Operations. 


b) Employee severance benefits 

The Office provides post-retirement and post-employment benefits to its employees 
through a severance benefit plan. This benefit plan is not pre-funded and therefore has 
no assets, resulting in a plan deficit equal to the employee severance benefit liability. 
Information about this plan is as follows: 


2004 
Employee severance benefits liability, beginning of the year $ 1,860,945 
Expense for the year 320,553 
Benefits paid during the year (68,399) 
Employee severance benefits liability, end of the year $ 2,113,099 
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6. Expenses by major classification 


2004 
Salaries and employee benefits $ 13,118,184 
Professional and special services SOM TCR 
Accommodation 1,670,149 
Transportation and telecommunications 907,835 
Utilities, materials and supplies 843,998 
Amortization of capital assets 655,663 
Communications and printing 681,284 
Rentals of photocopiers and other items 110,461 
Repairs and maintenance 14,865 
Other 1,592 
Total $* 217;2213663 


7. Related party transactions 


The Office is related in terms of common ownership to all Government of Canada 
departments, agencies and Crown Corporations. The Office enters into transactions with 
these entities in the normal course of business and on normal trade terms applicable to all 
individuals and enterprises. 


During the year, the Office expensed $5,406,423 from transactions in the normal course of 
business with other Government departments, agencies and Crown Corporations. These 
expenses include services provided without charge of $2,653,384 as described in Note 8. 


8. Services provided without charge 


During the year, the Office received services that were obtained without charge from other 
government departments and agencies. These are recorded at their estimated costs in the 
financial statements as follows: 


Services provided without charge ($000) 


2004 
Accommodation provided by Public Works and Government Services Canada $ 1,670 
Contributions covering employer’s share of employees’ insurance premiums 
and cost paid by Treasury Board Secretariat 789 
Audit services provided by the Office of the Auditor General of Canada 100 
Employee benefit plan costs absorbed by Treasury Board Secretariat 89 
Payroll services provided by Public Works and Government Services Canada 5 
Total $ 2,653 


9. Accumulated deficit 


Included in Accumulated deficit of $486,726 as at March 31, 2004 are transactions incurred 
by the Office to provide services with future funding requirements. Significant components 
of this amount are liabilities related to employee severance benefits and vacation pay. These 
liabilities need to be funded through future years’ appropriations. 
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10. Contingent liabilities 


In the normal course of its operations, the Office may become involved in various legal 
actions. Some of these legal actions may result in actual liabilities when one or more future 
events occur. To the extent that the future event is likely to occur, and a reasonable estimate 
of the loss can be made, a liability is accrued and an expense recorded in the financial 
statements. No contingent liabilities relating to the Office of the Commissioner of Official 
Languages are recognized in the Office’s financial statements for the fiscal year ended 
March 31, 2004. 


The death of an employee has resulted in death benefits being payable over the next 12 
years totalling approximately $365,000. Determination of responsibility for these payments 
has yet to be decided. This commitment will be recorded as a liability with corresponding 
charges to expenses should it be determined that the final and full responsibility rests with 
the Office. 


11. Commitments 


The Office has commitments arising in the normal course of operations for future years. 
Minimum annual payments under these agreements are as follows: 


($000) 
Fiscal year Photocopier leases Occupancy leases 
2004-2005 ao Os 
2005-2006 65 9093 
2006-2007 65 22 
2007-2008 59 10 
2008-2009 1] ay 


12. Comparative figures 


This is the first year that a set of financial statements including the Statement of Financial 
Position, the Statement of Operations, the Statement of Accumulated Deficit and the 
Statement of Cash Flows have been prepared in accordance with Canadian generally 
accepted accounting principles. It is neither practical nor cost effective for the Office to 
show comparative amounts beyond the Statement of Financial Position because some 
required information is not readily available and some previous year amounts would not be 
able to be substantiated with any degree of precision. 
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SECTION VI - ADDITIONAL INFORMATION 


Evaluation 


Management of Government Information (MGI) 


In 2003-2004, the Office of the Commissioner of Official Languages conducted an 
Information Management Capacity Check (IMCC), as per the established Library and 
Archives methodology. The identification of the current state of Information 
Management (IM) and the future desired state resulted in an approved three-year action 
plan to address IM gaps and to enable OCOL to comply with the new MGI policy. 


The action plan focuses on building IM foundations at OCOL, including demonstrating 
leadership through the development of a new governance structure for IM. Tools will be 
made available to staff; training will be provided to them, and they will be made aware 
of their roles and responsibilities with regard to IM. The implementation of the action plan 
will enhance OCOL’s accountability; it will result in improved performance measurement 
and services to clients, and ensure that OCOL remains a learning organization. 
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Studies and reports 


Walking the Talk: Language of Work in the Federal Public Service (March 2004) 


For Rent: In Search of Bilingual Services from Businesses in NCR Federal Buildings 
(March 2004) 


Linguistic Duality in Commercial Advertising and Sponsorship (September 2003) 
Follow-Up: Official Languages in the Canadian Sport System (June 2003) 
Annual Report 2002-2003 (October 2003) 


Reports on Plans and Priorities 2003-2004 (January 2003) 
External Audit Policy (December 2003) 


Many of OCOL’s publications are available in HTML or PDF format on its Web site at 
the following address: http://www.ocol-clo.gc.ca/publications.asp. 
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News releases 


During this fiscal period, OCOL issued nine news releases to announce the publication 
of various studies produced by the Commissioner or to comment on actions taken by 
other organizations. 


Toward an Equal Partnership: Official Languages in the Federal Public Service (Ottawa, 
March 29, 2004) 


Towards respect for linguistic duality in the National Capital Region (Ottawa, March 16, 
2004) 


Moving Forward: Strategies to Double Bilingualism Among Youth (Ottawa, March 4, 
2004) 


Doubling the Numbers for Bilingualism: Symposium underway in Toronto (Ottawa, 
March 3, 2004) 


Media Advisory: Doubling the Numbers for Bilingualism (Ottawa, March 1, 2004) 


Linguistic Duality at the Heart of Our Identity: Commissioner Expects Concrete Results 
(Ottawa, February 2, 2004) 


The Supreme Court of Canada Clarifies the Role of the Courts in Protecting Language 
Rights (Ottawa, November 6, 2003) 


Tabling of the Annual Report of the Commissioner of Official Languages: The 


government delivers on its promise and presents a plan to revitalize official languages, 
but greater challenges lie ahead (Ottawa, October 6, 2003) 


Official Languages in the Canadian Sport System: More Effort Required to Finally 
Reach the Podium (Ottawa, June 11, 2003) 


Many of OCOL’s news releases and speeches are available in HTML or PDF format on 
its Web site, at the following address: http://www.ocol-clo.gc.ca/news_nouvelles.asp. 
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Contact information for headquarters 


and regional offices 


For further information, visit OCOL’s Web site at www.ocol-clo.gc.ca, or contact one of 


the following offices: 
Headquarters: 


Canada Building 

344 Slater Street 

3rd Floor 

Ottawa, Ontario 

K1A 0T8 

Tel.: (613) 996-6368 or 1 877 996-6368 
Fax: (613) 993-5082 


E-mail: message @ocol-clo.gc.ca 
Regional Offices: 


Atlantic Region 
Tel.: (S06) 851-7047 or 1 800 561-7109 
Fax: (506) 851-7046 


Quebec Region 
Tel.: (514) 283-4996 or 1 800 363-0628 
Fax: (514) 283-6677 


Ontario Region 
Tel.: (416) 973-1903 or 1 800 387-0635 
Fax: (416) 973-1906 


Manitoba and Saskatchewan Region 
Tel.: (204) 983-2111 or 1 800 665-8731 
Fax: (204) 983-7801 


Alberta, British Columbia, Northwest Territories, Yukon and Nunavut Region 


Tel.: (780) 495-3111 or 1 800 661-3642 
Fax: (780) 495-4094 
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Canada 


The Estimates Documents 


Each year, the government prepares Estimates in support of its request to Parliament for authority to spend public monies. 
This request is formalized through the tabling of appropriation bills in Parliament. 


The Estimates of the Government of Canada are structured in several parts. Beginning with an overview of total government 
spending in Part I, the documents become increasingly more specific. Part II outlines spending according to departments, agencies 
and programs and contains the proposed wording of the conditions governing spending which Parliament will be asked to approve. 


The Report on Plans and Priorities provides additional detail on each department and its programs primarily in terms of more 
strategically oriented planning and results information with a focus on outcomes. 


The Departmental Performance Report provides a focus on results-based accountability by reporting on accomplishments achieved 
against the performance expectations and results commitments as set out in the spring Report on Plans and Priorities. 


The Estimates, along with the Minister of Finance’s Budget, reflect the government’s annual budget planning and resource allocation 
priorities. In combination with the subsequent reporting of financial results in the Public Accounts and of accomplishments achieved 


in Departmental Performance Reports, this material helps Parliament hold the government to account for the allocation and 
management of funds. 
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Treasury Board of Canada Secretariat 
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Foreword 


In the spring of 2000, the President of the Treasury Board tabled in Parliament the document 
“Results for Canadians: A Management Framework for the Government of Canada”. This 
document sets a clear agenda for improving and modernising management practices in federal 
departments and agencies. 


Four key management commitments form the basis for this vision of how the Government will 
deliver their services and benefits to Canadians. In this vision, departments and agencies 
recognise that they exist to serve Canadians and that a “citizen focus” shapes all activities, 
programs and services. This vision commits the Government of Canada to manage its business 
by the highest public service values. Responsible spending means spending wisely on the things 
that matter to Canadians. And finally, this vision sets a clear focus on results — the impact and 
effects of programs. 


Departmental performance reports play a key role in the cycle of planning, monitoring, 
evaluating, and reporting results to Parliament and citizens on behalf of ministers. Departments 
and agencies are encouraged to prepare their reports following principles for effective 
performance reporting (provided in the Guide to Preparing the 2004 Departmental Performance 
Report: http://www.tbs-sct.gc.ca/rma/dpr/03-04/guidance/table-of-contents_e.asp). Based on 
these principles, an effective report provides a coherent and balanced picture of performance that 
is brief and to the point. It focuses on outcomes - benefits to Canadians and Canadian society - 
and describes the contribution the organisation has made toward those outcomes. It sets the 
department’s performance in context, associates performance with earlier commitments, explains 
any changes, and discusses risks and challenges faced by the organisation in delivering on these 
commitments. Achievements realised in partnership with other governmental and 
non-governmental organisations are also discussed. Supporting the need for responsible 
spending, it links resources to results. Finally, the report is credible because it substantiates the 
performance information with appropriate methodologies and relevant data. 


In performance reports, departments and agencies strive to respond to the ongoing and evolving 
information needs of parliamentarians and Canadians. The input of parliamentarians and other 
readers can do much to improve these reports over time. The reader is encouraged to assess the 
performance reports of organisations according to the established principles, and provide 
comments to departments and agencies to help them improve in their next planning and reporting 
cycle. 


This report is accessible from the Treasury Board of Canada Secretariat Internet site: 


http://www.tbs-sct.gc.ca/rma/dpr/dpre.asp 


Comments or questions can be directed to: 
Results-based Management Directorate 
Treasury Board of Canada Secretariat 
L’Esplanade Laurier 

Ottawa, Ontario K1A ORS 


OR at: rma-mrr@tbs-sct.gc.ca 
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Section I: Correctional Investigator’s Message 


The Office of the Correctional Investigator is mandated as an Ombudsman for federal 
offenders. An effective oversight agency for correctional operations is accepted by 
Canadians as an essential element of an open and accountable criminal justice process. 
The strategic outcome expected by Canadians is a Federal correctional system that is fair, 
safe, humane and equitable. The focus of OCI operations is directed towards the 
promotion of that outcome. 


The independent oversight of corrections encompasses more than the investigation of 
complaint and the filing of reports. The Office’s effectiveness centres on its ability to 
maintain a responsive investigative process and the impact of its findings and 
recommendations on fostering positive change. On both counts, significant progress has 
been achieved. 


We have implemented our Corporate Strategic Plan adopted in January 2002. The OCI’s 
priorities, organizational matrix and operations have been realigned to ensure our 
mandate is carried out with optimal efficiency and effectiveness. Also realized through 
this change process has been a significant improvement in our agency’s capacity to 
respond to emerging issues and its readiness to explore new strategic directions. 


The OCI’s governance is anchored by a well-structured Management Accountability 
Framework and directed by the highest ethical standards of public service. 


Accordingly, the OCI will remain dedicated to achieving excellence vis-a-vis its strategic 
outcome and to report on its performance in a concise and understandable ways to elected 
officials and to Canadians. We will be guided in all we do by a clear set of values, which 
respect and reinforce Canadian institutions of democracy. The OCI will further 
demonstrate discipline and prudence in all fiscal matters, by engaging in sound risk 
management, rigorous stewardship, clear accountabilities and responsible spending. 


The Office of the Correctional Investigator is committed to being a responsible and well 

managed federal agency, offering citizen focused services. We will continue to work in 

collaboration with other government and non government agencies to assist in ensuring 
t Canadians maintain confidence in their criminal justice system. 
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Section II: Management Representation Statement 


Management Representation Statement 


I submit, for tabling in Parliament, the 2003-2004 departmental performance report 
(DPR) for the Office of the Correctional Investigator 


This report has been prepared based on the reporting principles and other requirements in 
the 2003-04 Departmental Performance Reports Preparation Guide and represents, to the 
best of my knowledge, a comprehensive, balanced, and transparent picture of the 


organization’s performance for fiscal year 2003-04. 


Name: 


Title: _( prvectiouwl Duueshipycty— 
Date: Sagh OF, OLY 
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Section III: Societal and Operational Contexts 


Corrections is a difficult and at times thankless business, yet it is a key element of the 
Canadian criminal justice system. The mandate of the Correctional Service is to manage 
the sentence of the court consistent with the rule of law, respectful of individual and 
collective human rights while giving primacy to the protection of the public. Canadians 
expect a correctional system that provides safe, humane custody which supports the 
offenders’ successful reintegration into society. 


The primary function of the Correctional Investigator, as an Ombudsman for federal 
offenders, is to independently investigate and facilitate resolution of individual offender 
complaints. The Office as well has a responsibility to review and make recommendations 
on Correctional Service policies and procedures associate with areas of individual 
complaint to ensure that systemic areas of concern are identified and appropriately 
addressed. The presence of independent oversight promotes correctional practices which 
respect the rule of law and strengthens the public’s confidence in their correctional 
system. 


We approach this function, as do many oversight agencies, with limited resources and an 
incessant demand for our services. 


The Office again last year managed nearly seven thousand offender complaints. The 
investigative staff spent more than four hundred working days in federal penitentiaries, 
interviewed in excess of twenty five hundred offenders and met regularly with inmate 
organizations at every institution in the country. As well, a multitude of systemic areas 
of concern were reviewed on an ongoing basis with senior correctional officials at the 
institutional, regional and national levels of the Service. 


Beyond the issues associated with the demanding workload are the unique characteristics 
of the correctional environment and the public we serve. There is an extreme level of 
mistrust between the keepers and the kept. The areas of concern raised on complaint 
often have an immediate and ongoing impact and in many instances involve rights, 
liberty or personal safety issues. The disadvantaged elements of our society, minorities, 
those with mental health problems and the poor, are significantly over represented in our 
penitentiaries. There is limited public understanding of the correctional process and as a 
group, federal offenders curry little public support. 


These factors present a challenge to the traditional Ombudsman approach of facilitating a 
resolution to issues. Within the correctional environment the formal internal avenues of 
redress are viewed by offenders with suspicion and informal resolution, absent of third 
party intervention, is seldom achieved. A good number of complaints are time sensitive 
and do not lend themselves to a thorough investigative process with formal findings and 
recommendations, they require immediate intervention and response. The diversity of 
the inmate population requires a specific focus, for example, on areas of concern related 
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to Aboriginal and women offenders. The public reporting on unresolved areas of concern 
designed to focus attention on injustices or unfair practices, given the public’s perception 
of the offender population, does not always have the intended result. 


The key to meeting these challenges, in combination with a highly skilled and dedicated 
workforce, lie in ensuring that we are both accessible and responsive to the offender 
population. The implementation of our Corporate Strategic Plan, as detailed in the 
2002-2003 Departmental Performance Report (DPR), has resulted in a number of 
significant operational adjustments. 


The Office has provided increased training and developed more focused reference 
materials for our intake staff so that offender complaints which can be dealt with through 
the provision of information, assistance or referral are addressed in a timely manner. A 
twenty-four hour a day toll free number has been introduced for emergency complaints. 
We have increased the frequency of our institutional visits and formalized our meetings 
with offender organizations, such as Inmate Committees, Native Brotherhoods and 
Sisterhoods, Black Inmate Associations and Lifer Groups. 


Our debriefing process at the conclusion of institution visits with Wardens has been 
restructured to ensure that those areas of concern which can be resolved are dealt with in 
a timely fashion. We have as well identified specific “areas of focus” which investigators 
review with institutional managers during each visit. These areas are a combination of 
issues frequently raised on comphint and issues associated with rights or liberty concerns 
such as segregation, the internal grievance process and involuntary transfers. 


The Office has established two positions with specific responsibility for coordinating 
Aboriginal and Women offender issues. These Coordinator positions in addition to their 
review of individual and systemic complaints, have maintained an ongoing liaison with 
both government and non government agencies active in the areas of Aboriginal and 
Women’s human rights and criminal justice issues. These relationships are important in 
ensuring that the Office’s position on these matters is both well informed and broadly 
based. 


A number of other initiatives in direct support of our investigative process have been 
undertaken. The Coordinator, Use of Force in conjunction with managing a process that 
review up to a thousand incidents annually has developed a consultation procedure with 
the Service’s regional and national managers to promote greater consistency in the 
analysis of use of force incidents. We have initiated at the national level a more focused 
process to ensure that the position of the Office on those issues directly impacting on 
inmate rights and entitlements are given consideration by the Service during the course of 
their policy development and review. The Office has further strengthened its 
consultation and reporting structures at both the regional and national levels to ensure 
that unresolved and ongoing areas of inmate concern are referred to the Service’s senior 
management in a timely fashion and followed-up in a manner that promotes effective 
resolution. 
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Section IV: Agency Performance 
4.1 Performance Summary — Priorities in 2003-2004 RPP 


In its 2003-2004 Report on Plans and Priorities (RPP), the OCI identified three priorities. 
These are consistent with our Logic Model (see section 4.6 below) and in all three; the 
OCI has achieved and in some regards, exceeded the intended outcomes. These priorities 
are presented below, along with a summary of our performance. We refer our readers to 
section 4.8 below for more information. 


1. Increase accessibility through institutional visits and direct contacts with 
offender population 


The Office’s investigative staff spent 409 days in federal penitentiaries and conducted 
2,517 interviews with offenders. These numbers are up from last year when we spent 
373 days at institutions and interviewed 2,451 offenders. In addition during 2003-2004 
we increased the frequency of our meetings with inmate organizations. 


The increase in our accessibility to the Offender population further increased our direct 
contact with CSC decision makers at the institutional level which in turn insured that 
both individual and systemic areas of concern were addressed in a more timely fashion. 


Ze Create specialist positions to address issues of Women and Aboriginal 
offenders: 


The two specialists’ positions Coordinator of Women Offender issues and Coordinator of 
Aboriginal Issues were created within our organizational structure and have been staffed 
on a permanent basis. 


Their impact on our agency’s performance has been immediate and wide-ranging. We 
have been able to establish and maintain an investigative process for Women and 
Aboriginal offenders that is thorough, objective, timely, culture and gender-sensitive. 
Our Coordinators’ approach has been through direct contact with individual offenders 
and offender groups, to provide advice and direction on the Service’s policies and 
procedures. The outcome has been that offenders deal more effectively with CSC when 
problems arise. 


Moreover, the provision by OCI Coordinators of evidence based advice and direction on 
areas of offender concern further raised the Service’s awareness of the diverse and urgent 
needs of both Women and Aboriginal offenders. 


In response, CSC has made progress in addressing some of the OCI’s long standing 
concerns and recommendations, notably the relocation of some maximum security 
women’s offenders from “men’s institutions” to new secure units within FSW facilities 
and a more focused approach on Aboriginal issues, at the regional and national levels. 
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Finally, Coordinators have enabled the OCI to develop and sustain much more productive 
linkages with its governmental and NGO partners concerned with Aboriginal and 
Women’s criminal justice issues. A noteworthy example was the extensive consultation 
undertaken with the Canadian Human Rights Commission in the preparation of its special 
report entitled “Protecting Their Rights: A Systemic Review of Human Rights in 
Correctional Services for Federally Sentenced Women’. A copy of our response to the 
commission’s consultation paper is available on our web site. 


3: Increase the ability to review and follow-up on both investigations as per 
section 19 of the Corrections and Conditional Release Act and Use of Force 
videotapes, as per the recommendations of the Arbour Commission: 


The OCI has now completely eliminated the backlog of Use of Force and S.19 
investigation files. It is now able to process the above, as they are received from the 
Correctional Service of Canada (CSC) , in a more timely fashion. 


During this reporting period, our reviews and subsequent discussions with CSC 
management have led to significantly greater compliance with the guidelines on the Use 
of Force interventions. In addition a number of significant changes to these guidelines 
have been introduced by the Service, specifically with respect to force used against 
inmates suffering from mental health problems. 


Towards the end of the fiscal year, the Service adopted various policy changes to its 
investigative process that had long been recommended by the OCI, to improve the quality 
and the timeliness of its reporting of S.19 investigations. The focus of the OCI’s efforts 
will now shift towards the effective implementation of these measures. 


4.2 Mandate 


The Office of the Correctional Investigator was established in 1973 pursuant to Part II of 
the Inquiries Act. With the proclamationin November 1992 of Part III of the Corrections 
and Conditional Release Act, this is now the enabling legislation. The mandate of the 
Correctional Investigator, as defined by this legislation, is to function as an Ombudsman 
for federal offenders. The Correctional Investigator is independent of the Correctional 
Service of Canada and may initiate an investigation on receipt of a complaint by or on 
behalf of an offender, at the request of the Minister or on his own initiative. The 
Correctional Investigator is required by legislation to report annually through the 
Solicitor General to both Houses of Parliament. 


4.3 Mission Statement 


The Office of the Correctional Investigator is committed to maintaining an accessible 
independent avenue of redress for offender complaints and to provide timely 
recommendations to the Commissioner of the Correctional Service of Canada and the 
Solicitor General which address the areas of concern raised on complaint. 
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4.4 Business Line and Resources 


The Office of the Correctional Investigator (OCI) has one Business Line which, as 
detailed in Section 167 of the Corrections and Conditional Release Act (CCRA), is to 
conduct investigations into the problems of offenders related to decisions, 
recommendations, acts or omissions of the Commissioner of Corrections or any person 
under the control and management of, or performing service for or on behalf of the 
Commissioner of Corrections that affects offenders either individually or as a group. 


Section 19 of the CCRA requires that the Office reviews all investigations performed by 
the Correctional Service of Canada following the death or serious bodily injury to an 
inmate. The OCI is also committed to a similar review function with respect to Use of 
Force interventions, in keeping with the recommendations of the Arbour Commission of 


Inquiry. 


The Office of the Correctional Investigator is headed by the Correctional Investigator 
who reports to Parliament through the Solicitor General. The Agency's resources provide 
for 22 full-time equivalents, of which fifteen are directly involved, as intake officers, 
coordinators or directors, in the day to day addressing of inmate complaints. The total 
resources are 3,044,000 for the fiscal year 2003-2004. 
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4.5 Organization Chart 


Correctional Investigator 


Executive Director 


Director of Investigations Director of Investigations 
Senior Investigator 
Investigators 


Senior Investigator 
Investigators 


Coordinator Coordinator Coordinator Senior Policy 
Women S.19 and Aboriginal Issues Advisor/Counsel 
Offenders Use of Force 


Coordinator 
Corporate 
Services and 


Planning 


Chief 
Administrative Services 


Intake Officers Analyst 
S.19 and Use of Force 
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4.6 OCI Logic Model 


The Logic Model presented below sets out just how the OCI views how it delivers the 
services necessary to support its mandate and deliver on its commitment to the strategic 
outcome of responsible, humane, fair and effective corrections. 


The logic model identifies the linkages between the activities of the OCI program and the 


achievement of its outcomes. It clarifies the activities that make up its program and the 
sequence of outcomes expected to result from these activities. 
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OCI Logic Model 


Section 19 CCRA 
compliance 


Activities Response to Response to OCI 
individual observed systemic 


Specific Policy 
Leadership 


FSW & 
Aboriginal Issues 


inmate issues (e.g. double 
complaints bunking) 


Outputs Information to Recommendations to CSC report Interim Policy Advice 
inmate debrief of CSC provided to OCI and Counsel to CSC 
institution Annual Report 


Asay, Individual Issue Policy review, Compliance and CSC Sensitization to 
Orrennee resolution changes to approach accountability for Systemic Issues 

z process 
Thiemiednte More effective More effective 
Outcomes individual systemic approach to 

institutions corrections 

. : Responsible, humane, 
rae fair and effective 

utcome 


corrections 
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4.7 Spending Profile by Activity 


Of legitimate concern to elected officials and Canadians is how the OCI has allocated 
resources. Set out below are the spending profiles, consistent with the major activities 
identified in the OCI Logic Model. 


The core business of the OCI is responding to individual inmate complaints arising from 
incarceration and anticipating and addressing more systemic issues that arise (e.g. 
Aboriginal, Federally Sentenced Women, Section 19 and Use of Force). These two 
activities comprise the core services provided by the OCI and this is recognized in the 
spending profile below. 
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Spending Profile by Activity for fiscal years 2002-2003 to 2003-2004 


Total Authorities 2002-2003 2003-2004 
945 1,890 


Individual Inmate Complaint Resolution (i.e. visits, correspondence) 


OCI Systemic Issues (e.g. Administrative Segregation, Double Bunking) 


Actual Spending 2002-2003 2003-2004 
575 


corel £610 inokesen br nunth nlite SOthamerebarrulals muirwok al 20cacie smote | 
Sag 3c eee sen sbinedl 2D deere shi slabs secon SS aN web | 


Mandated Issues (Section 19, CCRA Compliance, Use of Force 


Corporate Services (Intake Process, Admin. Services) 


Specific Policy Leadership (Aboriginal, Federally Sentenced Women) 


Actual Spending 2002-2003 2003-2004 
2 


44 


2002-2008 
O&M 


; Variance(+) reflects greater than anticipated reallocation of resources to systemic issues 
Variance(-) in expenditures reflects elimination of backlog and decrease in the number of Use of Force 
cases (see section 4.1 above for more information) 
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4.8 Overview of Agency Performance 


The primary function of the Correctional Investigator is to independently investigate and 
attempt to bring resolution to individual offender complaints. The Office, as well has a 
responsibility to review and make recommendations on the Service’s policies and 
procedures associated with the areas of individual complaint to ensure that systemic areas 
of concern are identified and appropriately addressed. 


This year’s annual report, which will be available on our website (www.octbec.gc.ca) as 
soon as it is tabled in Parliament contains observations and specific recommendations in 
areas such as transfers, double bunking, institutional violence, young offenders, 
infectious diseases, Women and Aboriginal Offenders. In doing so, the Office aims to 
assure the Canadian public that significant areas of concern, related to Corrections, are 
being addressed. 


All complaints received by the Office are reviewed and initial inquiries made to the 
extent necessary to gain a clear understanding of the issue in question. After this initial 
review, in those cases where it is determined that the area of complaint is outside our 
mandate, the complainant is advised of the appropriate avenue of redress and assisted 
when necessary in accessing that avenue. 


For those cases that are within our mandate, various options are explored to assist the 
complainant in identifying a solution to his concerns. In some instances all that may be 
required is an explanation of the Service’s policies and procedures associated with the 
area of complaint. In other cases, the offender is referred directly to CSC staff or to an 
internal redress mechanism, such as the inmate grievance procedure. 


There are however a significant number of more challenging issues raised on complaint 
in which resolution is only achieved through numerous inquiries or a lengthy and 
complex investigation by the OCI. A detailing of the complaints received and their 
disposition can be found in the “statistics” section of our Annual Report. 


In addition to responding to individual complaints, the Office meets regularly with inmate 
committees and other offender organizations. We make announced visits bi-annually at 
each institution during which time the investigator will meet with any inmate or group of 
inmates upon request. 


From | April 2003 to 31 March 2004, the Office received 6,892 complaints from or on 
behalf of offenders compared to 6,988 and 7,993 complaints in 2002-2003 and 2001- 
2002 respectively. The office’s investigative staff spent 409 days at federal institutions, 
compared to 373 days and 344 during the previous two fiscal years, and conducted 2,517 
interviews, compared to 2,451 and 2,838 during the previous two reporting periods. 


Above and beyond the cyclical nature of demand for our services, the downward trend in 


the number of complaints from individual offenders can largely be attributed to the OCI’s 
shift to a more systemic approach towards dispute resolution and the restructuring of our 
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debriefing process at the institutional level to ensure that individual complaints are dealt 
with in a more timely fashion. 


Reflective of this shift are actions taken at the regional and national levels by the 
Coordinators of Women and Aboriginal issues (see section 4.1 above). Also indicative is 
the increase in the number of meetings, 400 as opposed to 350 and 300 in the previous 
two fiscal years, that the OCI has held with various offender organizations within federal 
institutions. 


In order to comply with the recommendations of the Arbour Commission’, the Office 
reviewed 863 Institutional Emergency Response Team (IERT) videotapes and other 
documentation, related to Use of Force Incidents, compared with 1,127 in the previous 
fiscal year and 1,037 in the 2001-2002. 


Throughout the current reporting year, the OCI observed, consistent with its Logic 
Model, that its recommendations contributed to improvements in CSC’s policies, 
procedures and practices with regard to the use of force. This in part is reflected in the 
reduction in the number of use of force incidents. 


Among these improvements, were the amendments to guidelines regarding the use of 
force and specifically, against offenders suffering from mental health problems. Also 
worthy of mention is the overall improvement in the degree of compliance with existing 
guidelines; and improvement brought about by the better training provided by CSC in 
part in response to the OCI’s identifying consistent non compliant issues in use of force 
incidents. 


For the benefit of our readers who may be less familiar with the field of corrections, the 
objective pursued by the OCI’s recommendations is to ensure that the use of force against 
inmates is not abusive or excessive and that it is well documented, when it must occur, so 
that the entire process is open and transparent. This objective is not only consistent with 
the strategic outcome outlined in our Logic Model (see section 4.6 above), but also with 
the values and legitimate expectations of Canadians regarding the fair and humane 
treatment of inmates. 


During the course of the current reporting period, the OCI has also reviewed 119 
Correctional Service of Canada (CSC) investigation reports into inmate death or serious 
bodily injury. 


While the CSC has adopted a number of corrective measures (see section 4.1 above), the 
OCI will continue to actively monitor both the quality and timeliness of these 
investigations. These concerns are directly related to those that the OCI has and 
continues to express regarding institutional violence and its negative impact on the 
correctional treatment offered by the Service to incarcerated Canadians. The OCI has 
recommended CSC improve its data gathering and analysis regarding institutional 


° The Honorable Louise Arbour, Commission of Inquiry into Certain Events at the Prison for Women, 1996 
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violence and to implement viable and effective strategies to reduce both its occurrence 
and its impact on the quality of institutional life. 


The ultimate objective pursued by the OCI in this area is, in keeping with the outcomes 
outlined in its Logic Model, to ensure that any shortcoming in the safe and secure 
custodial environment Canadians legitimately expect their penitentiaries to be, is 
promptly investigated and effectively rectified. 


In the course of its review and investigative efforts, the OCI has, in accordance with its 
Logic Model (see section 4.6 above), engaged in an ongoing review and consultation 
process with the Service’s senior management regarding the recommendations in our 


2002-2003 Annual Report. 


This process, while not bridging the gap between ourselves and the Service on some 
significant issues associated with Health Care, Women and Aboriginal offenders, has 
resulted in substantial changes on a number of longstanding areas of concern. Policy and 
operational changes have occurred in the areas of Investigation, Use of Force and 
Allegation of Harassment and Staff Misconduct. The Service had as well undertaken to 
continue its review and evaluation of issues associated with Younger Offenders, the 
Inmate Grievance Process, Inmate Injuries and Institutional Violence. In addition, two 
mediated consultations occurred related to the Service’s policies and procedures related 
to Inmate Access to Computers and Visitors Screening. These consultations have opened 
an encouraging avenue of redress for offender concerns involving not only the 
Correctional Service and this Office but as well inmate representatives and interested 
third parties. A detailing of all of these activities is available in our 2003-2004 Annual 
Report along with the Service’s responses to our recommendations (www.octbec.gc.ca). 


The Office’s activities, outputs and outcomes are consistent with its Logic Model and 
legislative mandate. While exercising due regard for efficiency, effectiveness and the 
prudent stewardship of public resources, the Office has enhanced its contribution to the 
safe, fair, humane and equitable treatment of offenders under federal responsibility. 


The Office also contributes to the safety of all communities by helping to ensure that 
federal offenders who are released have not only been dealt with fairly and humanly, but 
have also been provided access to with appropriate assistance in their bid to become law 
abiding citizens. 
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Annex A: Financial Performance Overview 


Financial Table 1 


Summary of Voted Appropriations 


Financial Requirements by Authority (thousands) 


2003-2004 
Planned Total 
Spending Authorities Actual 


Office of the Correctional Investigator 


(30) Operating expenditures 2,685 
Capital expenditures 
Grants and Contributions 
Correctional Investigator — Salary and 
motor car allowance 
(5) Contribution to employee 
benefits plan 


Total Agency 3,044 2,790 
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Financial Table 2 


Comparison of Total Planned Spending to Actual Spending 


Departmental Planned versus Actual Spending 


Planned 
Business Line Spending 
FIEs 
Operating 
Capital 
Grants and Contributions 
Total Gross Expenditures 
Less: 
Respendable Revenues 
Total Net Expenditures 
Other Revenues and Expenditures 
Non-respendable Revenues 
Cost of services provided by other departments 
Net Cost of the Program 


Financial Table 3 


2003-2004 
Total 
Authorities 


Historical Comparison of Total Planned Spending to Actual Spending 


Historical Comparison of 
Departmental Planned versus Actual Spending ($ millions) 


Actual 
2002- 
2003 


Actual 
2001- 
Business Line 2002 
Office of the Correctional 
Investigator 
Total 


2 oD 3,073 


25139 


3,076 
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Planned 
Spending Authorities 


pS ae 


2,922 


2003-2004 
Total 


3,044 


3,044 


Actual 
Spending 


Actual 


toe 


2,790 
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Annex B: Other Information 


i) Contacts for Further Information 


COE 
Correctional P.O. Box 3421 (613) (613) 


Investigator Station "D" 990-2689 990-9091 
Ottawa, Ontario 
KIP 6L4 


Ed Mclsaac Executive P.O. Box 3421 (613) (613) 
Director Station "D" 990-2691 990-9091 
Ottawa, Ontario 
KIP 6L4 


ii) Agency Website: www.oci-bec.gc.ca 
ili) Agency E-Mail Address: org@oci-bec.gc.ca 
iv) Legislation and Associated Regulations Administered 


Corrections and Conditional Release Act, Part III. (R.S.C., 1992, Ch. 20). 


Vv) Statutory Annual Reports and Other Agency Reports. 
Available on our website: 
Annual Report ofthe Correctional Investigator 
Correctional Investigator’s Response to the Canadian Human Rights 
Commission’s Consultation Paper to the Special Report on the Situation of 


Federally Sentenced Women (May 2003) 


Consultation Paper: Shifting the Orbit: Human Rights, Independent Review and 
Accountability in the Canadian Corrections System (June 2004) 
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Performance Report 


For the period ending 
March 31, 2004 


The Estimates Documents 


Each year, the government prepares Estimates in support of its request to Parliament for authority to spend public monies. 
This request is formalized through the tabling of appropriation bills in Parliament. 


The Estimates of the Government of Canada are structured in several parts. Beginning with an overview of total government 
spending in Part I, the documents become increasingly more specific. Part I outlines spending according to departments, agencies 
and programs and contains the proposed wording of the conditions governing spending which Parliament will be asked to approve. 


The Report on Plans and Priorities provides additional detail on each department and its programs primarily in terms of more 
strategically oriented planning and results information with a focus on outcomes. 


The Departmental Performance Report provides a focus on results-based accountability by reporting on accomplishments achieved 
against the performance expectations and results commitments as set out in the spring Report on Plans and Priorities. 


The Estimates, along with the Minister of Finance’s Budget, reflect the government’s annual budget planning and resource allocation 
priorities. In combination with the subsequent reporting of financial results in the Public Accounts and of accomplishments achieved 


in Departmental Performance Reports, this material helps Parliament hold the government to account for the allocation and 
management of funds. 


©Minister of Public Works and Government Services Canada — 2004 

This document is available in multiple formats upon request. 

This document is available on the TBS Web site at the following address: www.tbs-sct.gc.ca. 
Available in Canada through your local bookseller or by mail from 

Canadian Government Publishing — PWGSC 

Ottawa, Canada K1A 0S9 


Catalogue No. BT31-4/62-2004 
ISBN 0-660-62669- 1 


Treasury Board of Canada Secretariat 
Departmental Performance Reports 2004 


Foreword 


In the spring of 2000, the President of the Treasury Board tabled in Parliament the document 
“Results for Canadians: A Management Framework for the Government of Canada”. This 
document sets a clear agenda for improving and modernising management practices in federal 
departments and agencies. 


Four key management commitments form the basis for this vision of how the Government will 
deliver their services and benefits to Canadians. In this vision, departments and agencies 
recognise that they exist to serve Canadians and that a “citizen focus” shapes all activities, 
programs and services. This vision commits the Government of Canada to manage its business 
by the highest public service values. Responsible spending means spending wisely on the things 
that matter to Canadians. And finally, this vision sets a clear focus on results — the impact and 
effects of programs. 


Departmental performance reports play a key role in the cycle of planning, monitoring, 
evaluating, and reporting results to Parliament and citizens on behalf of ministers. Departments 
and agencies are encouraged to prepare their reports following principles for effective 
performance reporting (provided in the Guide to Preparing the 2004 Departmental Performance 
Report: http://www.tbs-sct.gc.ca/rma/dpr/03-04/guidance/table-of-contents_e.asp). Based on 
these principles, an effective report provides a coherent and balanced picture of performance that 
is brief and to the point. It focuses on outcomes - benefits to Canadians and Canadian society - 
and describes the contribution the organisation has made toward those outcomes. It sets the 
department’s performance in context, associates performance with earlier commitments, explains 
any changes, and discusses risks and challenges faced by the organisation in delivering on these 
commitments. Achievements realised in partnership with other governmental and 
non-governmental organisations are also discussed. Supporting the need for responsible 
spending, it links resources to results. Finally, the report is credible because it substantiates the 
performance information with appropriate methodologies and relevant data. 


In performance reports, departments and agencies strive to respond to the ongoing and evolving 
information needs of parliamentarians and Canadians. The input of parliamentarians and other 
readers can do much to improve these reports over time. The reader is encouraged to assess the 
performance reports of organisations according to the established principles, and provide 
comments to departments and agencies to help them improve in their next planning and reporting 
cycle. 


This report is accessible from the Treasury Board of Canada Secretariat Internet site: 


http://www.tbs-sct.gc.ca/rma/dpr/dpre.asp 


Comments or questions can be directed to: 
Results-based Management Directorate 
Treasury Board of Canada Secretariat 
L’Esplanade Laurier 

Ottawa, Ontario K1A ORS 


OR at: rma-mrr@tbs-sct.gc.ca 
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SECTION 1. MESSAGE FROM THE SUPERINTENDENT 


I am pleased to present the Departmental 
Performance Report (DPR) for the Office of the 
Superintendent of Financial Institutions (OSFI) for 
the period ending March 31, 2004. 


More so than its annual report, which provides the 
public with a broad range of financial and 
institutional detail, this performance report focuses 
on the benefits of OSFI’s overall contribution to 
Canadians and to Canada’s financial and economic 
strength. In so doing, it concentrates primarily on 
OSFI’s two strategic outcomes: to regulate and 
supervise financial institutions so as to contribute to 
public confidence, and to contribute to the public 
confidence in Canada’s retirement income system. 
Both outcomes contribute in turn to sound 
economic performance, a key government priority given the importance of the financial 
system to an advanced economy such as Canada’s. This benefits all aspects of Canadian 
society. 


Canada is fortunate to possess one of the strongest most dynamic and successful financial 
systems in the world. It contributes to the strength and innovation of Canada’s economy 
and protects the savings of Canadians. 


Canadian confidence in the safety of money entrusted to financial institutions 1s high and 
deservedly so. A world-class prudential regulator and supervisory system is an important 
ingredient of that success and confidence. Canada's record stands out in today's world 
and I am proud to say that other countries are now looking to emulate our regulatory 
framework. 


Effective mechanisms for evaluating risks to financial institutions and private pension 
plans, programs to promote sound business and financial practices and the capacity and 
willingness to intervene early on to avoid or minimize problems are key ingredients of 
OSFI’s success. These are areas where we exercise leadership in accordance with our 
mandate and these are among the long-term benefits we provide to Canadians. 


We expected that, in 2003-04, financial institutions and private pension plans might 
continue to face challenges depending on the financial and economic environment in 
Canada and abroad. Financial institutions generally saw a return to better credit quality 
and profitability. Many institutions actively managed their affairs to reduce risk. On the 
other hand, OSFI continued to identify selected situations where risks assumed by 
institutions were not matched by the required capability to measure, monitor and manage 
those risks. 
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Success is a key ingredient of safety and soundness. Discipline to maintain desired risk 
tolerance will be important as market conditions rebound. The issue of better 
management of reputational risk received prominence, in part due to OSFI’s actions. 


The solvency position of defined benefit plans taken as a whole stabilized during the 
year. OSFI was very proactive in dealing successfully with individual problem cases to 
protect plan members. However, we must not be complacent. Persistent sustained action 
by plan sponsors is required going forward to reduce actual or potential problems. 


The Office of the Chief Actuary, which is part of OSFI, had a banner year in terms of the 
scope of its work and the number of actuarial valuations completed. It continues to 
provide high quality information to decision-makers responsible for public pension and 
social programs. 


In this year’s DPR, we are further enhancing our reporting on our performance. While 
performance reporting is difficult for regulatory agencies because of the nature of their 
operations, I want OSFI to be a leader in this as well. 


OSFI’s direct costs, which are charged to those we regulate, are not large relative to their 
capacity to pay. We took actions during the year to manage our costs efficiently, and to 
enhance our internal efficiency and effectiveness. More importantly, we acted to reduce 
compliance costs for those we regulate in a number of areas, which is equally if not more 
important to an efficient regulatory system. 


In his March 2004 Budget, the Minister of Finance indicated he wanted to find ways to 
improve the regulatory framework. He asked for views on the extent of overlap and 
duplication in prudential regulation of federal deposit-taking institutions from OSFI, the 
Canada Deposit Insurance Corporation (CDIC), and industry. In July OSFI responded 
indicating the areas of material overlap and duplication in the mandates of the two 
organizations that, if addressed, could lead to improvements without affecting the safety 
and soundness of the financial system. 


OSFI has made a difference, and will continue to do so. We are, in my view, one of the 
top prudential regulators in the world and we will continue to improve to keep it that 
way. 
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SECTION 2. MANAGEMENT REPRESENTATION STATEMENT 


iT submit, for tabling in Parliament, the 2003-04 Departmental Performance Report (DPR) 
| for the Office of the Superintendent of Financial Institutions Canada. 


| This report has been prepared based on the reporting principles and other requirements in | 
| the 2003-04 Departmental Performance Reports Preparation Guide and represents, to the ff 
| best of my knowledge, a comprehensive, balanced, and transparent picture of the | 
| organization’s performance for the fiscal year 2003-04. 


eo 


Superintendent 
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SECTION 3. SUMMARY OF DEPARTMENTAL PERFORMANCE 


As outlined in OSFI’s 2003-04 Report on Plans and Priorities (RPP), OSFI’s mandate 
and two strategic outcomes are as follows: 


Under the legislation OSFI’ S mandate is to: 
Supervise institutions and pension plans to determine whether they are in 
sound financial condition and meeting minimum plan funding requirements 
respectively, and are complying Gt their sere law and supervisory 
_fegyrenas 

_ Promptly advise institutions and plans in the event there are material 

‘ deficiencies and take, or require management, boards or plan administrators 

to take necessary corrective measures expeditiously — 
Advance and administer a regulatory framework that promotes the adoption of 
policies and procedures designed to control and manage risk 


7 Monitor and evaluate system-wide o or sectoral issues that may impact — 
institutions negatively 


OSFI’s: ae has due regard to the need to allow institutions to compete 
effectively and take reasonable risks. 

| Our legislation recognizes that management, boards of directors and plan 
administrators are ultimately le akal and that financial institutions and pension 
plans can fail. 
The Office of the Chief Actuary (OCA), which is part tof OSFL. eee actuarial 
services to the Government of Cares 


Strategic Outcomes: 


I) To regulate and supervise financial institutions so as to contribute to public 
confidence. For federally regulated financial institutions and private pension 
plans, OSFI does this by enhancing their safety and soundness; therefore, 
protecting policyholders, depositors, creditors, and pension plan members from 
undue loss. 


2) To contribute to the public confidence in Canada’s retirement income system. 
This is achieved through the activities of the Office of the Chief Actuary, which 
provides accurate, timely advice on the state of various public pension plans and 
on the financial implications of options being considered by policy makers. 


Since June 2003, OSFI has been developing a results-oriented performance management 
framework outlining key activities and desired outcomes, as well as overall benefits for 
all Canadians. The initial phases of this effort were incorporated into the 2004-05 RPP 
and reporting against these parameters will commence with the 2004-05 DPR. 
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Stratesic Outcome: Contribute to Public Confidence by Safeguarding from Undue Loss 


Outcomes and Priorities 


Overall Performance Summar Results 


geen in 2003-04 RPP** 


financial institutions and private 
pension plans and intervene as 
appropriate 


Effectively identify risks faced by 


- Number of institutions removed from watchlist partly due to OSFI’s intervention 
activities — added selected institutions to watchlists as risks were identified 
- Stepped up monitoring and when necessary addressed deficiencies pertaining to 


Improve readiness to deal 
effectively with problem 
institutions and private pension 
plans 


how larger institutions manage their legal and reputational risk Met 
- Proactively identified private pension plans demonstrating higher levels of risk, Expectation 
requiring early valuation reports, plus identified and took action to rectify plans 
taking contribution holidays when plan conditions no longer warranted such 
action 
- Shifted resources and improved processes pertaining to higher risk areas 
- Widely promoted the need for responsible pension plan governance Met 
- Enhanced Quality Assurance processes Expectation 


- Rolled out OSFI’s Business Resumption Plan and tested crisis management 


_—— 


Ensure framework of guidance 
and rules remains relevant and 
meets international minimums 


scenarios 
- Updated and modernized several major guidelines (e.g. Minimum Continuing 


Capital and Surplus Requirements for Canadian Life Insurance Companies, 
Minimum Capital Test for P&C companies, Outsourcing) 

- Continued significant contribution to work on the Basel Committee on Banking 
Supervision on the new capital adequacy framework (Basel II) and work that will 
impact the implementation of the framework 

- Contributed to the revision of the insurance core principles with the International 
Association of Insurance Supervisors (IAIS 


Met 
Expectation 


Analyze the implementation of 
policy frameworks and adapt 
regulatory and supervisory 
approaches as required 


Maintain the resources and 
infrastructure necessary to 
support supervisory and 
regulatory activities 


| NEW- Respond, in a selective 
way, to increasing demands for 
OSFI’s technical assistance 
(funded by CIDA) 


- Started reputational risk assessment at all major financial institutions and will 
assess whether further guidance is necessary 

- Continued assessments of institutions relating to readiness for Basel II and 
commenced updating OSFI supervisory practices as a result 

- Continued compliance assessments regarding institutions’ anti-money laundering 

and anti-terrorist financing programs 

- Made further progress to apply best industry practices and adopt Enterprise-wide 
Risk Management (ERM) 

- Milestones met for the Business System Integration Initiative (BSII) which is 
reengineering core supervision processes 

- Reviewed and reduced up to 50% of the regulatory financial reporting 
requirements (i.e. data points to be filled) for most life and P&C companies 

- Continued to enhance training of supervisory and regulatory staff 

- Expanded geographic focus of OSFI’s technical assistance program to include 
Eastern Europe 

- Effectively delivered focused programs benefiting over 75 countries 


Met 
Expectation 


Met 
Expectation 


Met 
Expectation 


Outcomes and Priorities 
outlined in 2003-04 RPP** 


Provide expert and timely advice 
to the Government of Canada on 
the Canada Pension Plan and 
other programs 


Strategic Outcome: Contribute to Public Confidence in the Canadian Retirement Income System 


Results 


Overall Performance Summar 
- Tabled in Parliament the 20th Actuarial Report on the Canada Pension Plan (CPP), 
confirming the long-term viability and financial sustainability of the CPP. 
- Released the third actuarial study, the “Canada Pension Plan Mortality Study”, 
presenting the results of a mortality study of CPP retirement and survivor 
beneficiaries. 


Met 
Expectation 


** In some instances, wording has been modified slightly from the original RPP for clarification purposes only 
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SECTION 4. CONTEXT 


4.1 OSFI Overview 


The Office of the Superintendent of Financial Institutions (OSFI) is the primary regulator 
of financial institutions and private pension plans operating in Canada under federal 
jurisdiction. OSFI supervises and regulates all federally incorporated or registered 
deposit-taking institutions (e.g. banks), life insurance companies, property and casualty 
insurance companies, and federally regulated private pension plans. 


OSFI develops and maintains rules to promote prudent practices, assesses risks in 
financial institutions and plans, and undertakes supervisory intervention in a timely 
manner in order to protect policyholders, depositors, creditors, and plan members. In 
this, OSFI has regard for the need to allow financial institutions to compete effectively 
and take reasonable risks. This mandate recognizes that the management, boards of 
directors and pension plan trustees are responsible for the operation of financial 
institutions and plans. It also recognizes that, while OSFI’s actions reduce the risk of 
failure, problems leading to reductions in benefits of private pension plans or failures of 
financial institutions cannot be prevented in all cases. 


The Office of the Chief Actuary (OCA) was created within the organization as a separate 
unit to effectively provide actuarial and other services to the Government of Canada and 
provincial governments who are Canada Pension Plan (CPP) stakeholders. 


4.1.1 Success Factors 


Key to OSFI’s success are three interrelated and integral factors — effective mechanisms 
for evaluating and managing risk, rules and guidelines to promote sound business and 
financial practices, and the capacity and willingness to intervene early on to avoid or 
minimize problems. In turn, this requires such factors as good, timely information; 
knowledgeable staff able to make sound judgements; good methodologies; effective links 
with other regulators; and effective consultation processes. 


4.1.2 Regulated Entities 


OSFI supervises and regulates all federally incorporated or registered deposit-taking 
institutions (e.g. banks), life insurance companies, property and casualty insurance 
companies, and federally regulated private pension plans. These 1,699 organizations 
managed a total of $2,530 billion of assets (as at March 31, 2004). 
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Federally Regulated Financial Institutions and Private Pension Plans & Related Assets 


Property & 
Casualty 
Companies 


Life Insurance 
Companies 


Deposit Taking 
Institutions 


Number of 
organizations 


Assets $B 


Federal Private 
Pensions Plans 


OSFI also undertakes supervision of provincially incorporated financial institutions on a 
cost recovery basis under contract arrangements with some provinces. 


Additional detail may be found at the following web site: 


http://www.osfi-bsif.gc.ca/eng/whoweregulate.asp 


4.1.3 Organizational Structure 


As at March 31, 2004, OSFI’s Regulation and Supervision business line was comprised 
of three sectors (see organization chart below), each headed by an Assistant 
Superintendent. Each sector works interdependently to achieve OSFI’s strategic 


outcomes. 


OSFI Organization Chart, as at March 31, 2004 


SUPERINTENDENT'S OFFICE 


of FINANCIAL 


SUPERINTENDENT 
INSTITUTIONS 


| at 


Assistant Superintendent 


Assistant Superintendent Assistant Superintendent 


SUPERVISION SECTOR REGULATION SECTOR CORPORATE SERVICES 


SECTOR 


AUDIT and CONSULTING 
SERVICES 


Chief Actuary 


Sr Director 


OFFICE of the 
CHIEF ACTUARY 
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Actuarial and Other 
Services to the 
Government of Canada 
Business Line 


OSFI seeks to achieve its mandate by means of two key ongoing business lines. They are 
as follows: 


1. Regulation and Supervision of Financial Institutions and Private Pension 
Plans 


OSFI works to achieve its mission related to financial institutions and private pension 
plans through a regulatory and supervisory regime which promotes safety and soundness, 
and which results in early intervention when problems are identified. This regime 
respects the need for financial institutions to take reasonable risks in order to compete 
and prosper. One element of this aspect of OSFI’s operations is its supervisory function, 
which assesses risks in financial institutions and private pension plans, leading to 
intervention in a timely manner if necessary. Another is OSFI’s contribution to rules and 
guidance which are issued either domestically or internationally (either set by OSFI or by 
others), which promotes safety and soundness of institutions and plans. 


OSFI’s legislated mandate requires OSFI to recognize the need for institutions to 
compete effectively. Assessing OSFI’s performance in this area requires a balanced 
consideration of what may be competing objectives. 


When problems are identified in individual institutions or plans, OSFI’s first approach is 
to work with institutions to remedy problems in a timely manner. OSFI uses its formal 
powers and authorities when recourse to corporate governance, or risk management and 
control approaches, are ineffective. Achieving this balance of action governs all aspects 
of OSFI’s work, as well as the design of OSFI’s accountability framework. 


In addition, as a result of OSFI’s responsibility for the administration of various financial 
institution or pension plan statutes, a number of transactions require OSFI’s approval. 
These approvals must balance the need for appropriate assessment from a prudential 
perspective with the need for timeliness, consistency and quality of service to those 
seeking approval. 


jae Actuarial and Other Services to the Government of Canada 


The OCA mission and mandate are central to its contribution to Canadians and Canada’s 
retirement income system. The OCA strives to provide actuarial advice to enhance 
public confidence in the retirement income system. It monitors and communicates future 
demographic and economic risks by submitting regular statutory actuarial reports. These 
reports are designed to inform Members of Parliament, representatives of client 
departments and decision-makers thereby contributing to greater public confidence in the 
management of the programs. 


The OCA provides actuarial advice to the Government of Canada for a variety of 
programs. The OCA estimates long-term expenditures of the OAS program, benefits, 
revenues and liabilities of the CPP and federal public sector pension and insurance plans. 
The OCA has a statutory responsibility to prepare actuarial reports on the financial status 
of these plans for tabling in Parliament as required by legislation. Since 2001, it also 
undertakes the actuarial review of the Canada Student Loans Program by evaluating the 
portfolio of loans and the long-term costs of the program. 
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Whenever a Bill is introduced before Parliament that has significant impact on the 
financial status of a public pension plan falling under the statutory responsibilities of the 
Chief Actuary, the OCA must submit an actuarial report valuing this impact to the 
appropriate minister. While the same legislative requirement does not yet exist for some 
other programs, the managers of these programs have indicated they would like to have 
such requirements. 


The OCA also provides actuarial information on the CPP to provincial governments, who 
are the Plan’s co-stewards. Major changes to the Plan benefits and contribution rates can 
come into effect only with the accord of two-thirds of the provinces with two-thirds of 
the population. The federal and provincial governments, as co-stewards of the CPP, took 
meaningful steps in 1997 and 1999 to strengthen the transparency and accountability of 
actuarial reporting on the CPP. In 1997, federal and provincial governments agreed that 
for greater public accountability, the frequency of actuarial reporting on the CPP should 
be increased from every five years to every three years. The CPP legislation was also 
changed to require federal and provincial ministers to review the Plan’s finances every 
three years instead of every five years. These changes have contributed to strengthened 
stewardship and accountability of the Plan. 


4.1.4 Workforce 


As at March 31, 2004, OSFI employed 457 people in offices located in Ottawa, Montreal, 
Toronto and Vancouver. 


Our work requires the effort and attention of multidisciplinary teams. It demands a 
combination of broad perspective and in-depth expertise. OSFI builds excellence into its 
culture, encouraging continuous learning through teamwork, professional development 
and training opportunities, and the provision and support of advanced technologies. 


OSFI’s unique work environment benefits from a full spectrum of professional 
experience and expertise, drawing on the talents of recent graduates, as well as seasoned 
industry and regulatory experts. In addition, OSFI maintains a flexible workforce, hiring 
term positions to fill project requirements. 


Chart of Full time Equivalent Year End Headcount (2003 vs 2004) 


laa 2 FE ered at Ph ask a 
% of 
As at March 31, 2003 total As at March 31, 2004 


125 


Corporate Services” 


Supervision 


Regulation 


Specialist Support* 


OCA 

TOTAL 
* In June 2003, the Office reorganized to centralize Corporate Services staff and to reallocate the Specialist Support teams to other 
parts of the organization that they worked with most closely. 
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4.1.5 Key Partners 


OSFI works with a number of key partners in advancing its strategic and intermediate 
outcomes. Together, these departments and agencies constitute Canada’s network of 
financial regulation and supervision and provide a system of deposit insurance. Ona 
federal level, partnering organizations include the Department of Finance 
(http://www.fin.gc.ca), the Bank of Canada (http://www.bank-banque-canada.ca), the 
Canada Deposit Insurance Corporation (http://www.cdic.ca), the Financial Consumer 
Agency of Canada (http://www.fcac-acfc.gc.ca), and the Financial Transactions and 
Reports Analysis Centre of Canada (http://www.fintrac.gc.ca ) among others. In 
addition, OSFI collaborates with provincial and territorial supervisory and regulatory 
agencies, as necessary, with private sector organizations and associations, particularly in 
rule making. OSFI plays a key role in the International Association of Insurance 
Supervisors (http://www.iaisweb.org) and international organizations such as the Basel 
Committee on Banking Supervision (http://www.osfi-bsif.gc.ca/eng/issues/basel). 


OSFI engages several partners at various stages of its processes. As an example, within 
the regulatory framework, other federal government organizations play prominent roles. 


Sets overall policy and facilitates co-ordination with federal regulatory agencies 

through mechanisms such as the Senior Advisory Committee (SAC)’. 

Sets standards of sound business and financial practices for deposit takers. 

e Has arole in licensing of new banks, risk assessment, and in dealing with 
institutions in difficulty 

e Provides advice from its perspective in the area of financial institutions legislation 

and regulation and is responsible for payment system risk mitigation. 


e _ Plays a key role should serious problems arise as lender of last resort 


Bank of Canada 


Maintaining good relationships with these organizations 1s critical to OSFI’s success. 
OSFI reviews, on an annual basis, its involvement with these organizations to ensure it is 
maximizing the effective use of resources. 


4.2 Planning and Financial Environment 


4.2.1 Economic Environment 


Business and financial market conditions within Canada and internationally have a 
significant impact on the performance of financial institutions and private pension plans. 
Therefore, they provide a context for OSFI’s performance, and influence its decision- 
making. 


1 SAC is an inter-agency committee which is chaired by the Deputy Minister of Finance: other members include the Superintendent of 
OSFI, the Governor of the Bank of Canada, and the Chairman of the CDIC. Its chief function is to provide a forum for inter-agency 
policy discussions, the outcomes of which are incorporated in advice provided to the Minister. 
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Global economic conditions improved substantially during the second half of 2003, led 
by a pickup in the U.S. economy and stronger-than-expected growth in Japan. Canada’s 
economy was weaker than 


expected, as a sharp inventory | Global Corporate | = Number 

reduction, Severe Acute | Defatilts —e-$ US Billions. 

Respiratory Syndrome nie = 

(SARS), “mad cow disease” ae aul 
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dampening effect. However E 100 00 a 
pening e ; S | 7) 

Canadian financial | = 50 | 50 2 

institutions weathered these | 0 0 

events well and reported | 99 00 01 02 03 

improved financial results in 
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Improved global economic conditions helped institutions with international exposures, 
although the appreciation in the Canadian dollar somewhat offset these gains. The 
relative strength of the Canadian household sector was also a source of support. The 
growth of personal credit has been persistently strong in recent years, stimulated by low 
interest rates, an improved economic outlook, and continuing growth in personal income. 


The strong comeback in equity markets in 2003, triggered by higher corporate profits and 
greater investor confidence, improved financial institutions’ earnings from their capital 
markets and wealth management businesses. 

Diminishing default rates and credit rating downgrades on corporate debt have allowed 
Canadian banks to 
reduce their loan-loss 
provisions and 
improve their 
profitability. 


Return on Equity = ane 


2003 


Percentage 


Major Banks Life Insurance P&C Insurance 
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Supported by a generally positive economic environment and a focus on expense 
management, Canadian financial institutions performed well during the period under 
review. The property and casualty (P&C) insurance industry had encouraging results, 
achieving a substantial increase in aggregate profit after a number of years of poor 
performance. However, there is still some uncertainty about the sustainability of those 
results. Prospects for the auto insurance sector in a number of provincial jurisdictions 
also remain uncertain due to provincial regulatory initiatives in product design and 
pricing. 


The overall condition of federally regulated private pension plans improved slightly 
during 2003-04. Strong performance in equity markets helped the plans’ funding 
situation; however, lower interest rates resulted in a substantial increase in plan liabilities. 
The net result, based on solvency testing conducted by OSFI as at December 2003, was 
an overall average improvement of about 2% in solvency ratios over the previous year. 
Despite this positive development, many private pension plans, due to poor market 
performance over the last few years, have little in the way of a funding cushion, 
rendering them vulnerable to potential adverse changes in economic conditions or 
financial markets. 


4.2.2. International Considerations 


The international scope of various developments affecting financial institutions has 
implications as well for OSFI’s performance. 


Today, major Canadian financial institutions increasingly operate in an international 
environment. Developments abroad also affect foreign institutions’ operations in 
Canada, and these developments also have had a considerable affect on the scope of 
OSFI’s operations and rules. The result has been continued and focused participation in 
international forums, efforts to ensure that our supervisory framework remains 
appropriate, and maintaining or enhancing relationships with other regulators as 
increased co-operation among global regulators becomes more important. 


The impact of regulatory requirements on the international competitiveness of financial 
institutions has also increased in significance. The result has been the need for 
appropriate knowledge of foreign markets, the ability to determine the extent of reliance 
that can be placed on foreign supervisors, and the amount of direct supervisory work 
outside Canada that OSFI must perform itself. 


In addition, anti-money laundering and anti-terrorist financing (AML/ATF) activities 
have increased significantly in the past few years both in Canada and other nations. OSFI 
continues to play a role in this area working with other federal government agencies and 
departments. OSFI has contributed to addressing these risks and will continue to focus 
on the integrity of institution control systems pertaining to AML/ATF. 
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4.2.3 Policy Changes 


Various domestic and international policy initiatives also presented challenges for OSFI 
during the reporting period. 


For example, OSFI continued to develop or modify rules to keep them current and 
appropriate for the evolving environment. This included an increased emphasis on 
providing a level playing field for Canadian financial institutions vis-a-vis their global 
competitors. This is being achieved in part through the continued focus on the 
development and implementation of the New Capital Adequacy Framework (Basel IJ) for 
deposit-taking institutions. OSFI will need to implement the new system in Canada and 
determine the full implications of the framework with respect to our supervisory 
methodology and our relations with other supervisors on a domestic and international 
level. OSFI also introduced new capital rules for the property and casualty industry, and 
began work on a new capital framework for life insurance holding companies. 


Another example relates to the strong pressure to enhance corporate governance 
practices. This has resulted in a number of changes in Canada, including the creation in 
2002 of a Canadian Public Accountability Board (CPAB). OSFI is an active member of 
the Council of Governors of CPAB. The Council oversees the quality control of the 
audit of public companies in the country. Following publication of its own corporate 
governance guidelines, OSFI has enhanced its focus on governance at the institutions we 
regulate. 


Increased attention is being focused on the management of reputational risk by financial 
institutions. This was especially prevalent in relation to their involvement in complex 
structured transactions and compliance with market conduct regulation in various 
jurisdictions. OSFI is currently assessing financial institutions’ practices for managing 
reputational risk, and will give consideration to possible guidance in this area. 


4.2.4 Efficiency, Effectiveness and Accountability 


OSFI’s stakeholders are constantly relying on OSFI to perform its functions in the most 
efficient and cost effective manner possible while remaining accountable by meeting our 
mandate. Given the pressures in the financial environment described above, this remains 
a challenge. OSFI is committed to being a cost effective regulator. Our corporate 
planning processes dictate that we continually review our activities, our business 
processes and human resources, in light of our risks while maintaining prudent financial 
management. We have a variety of mechanisms to get feedback from regulated entities 
with the associations that represent them. 


We have initiated several projects that will improve our efficiency while at the same time 
enhancing the quality of our work. The Business System Integration Initiative (BSII) 
project to reengineer our supervisory process and introduce workflow technology, will 
allow OSFI to reallocate supervisory resources to new areas of risk, while maintaining 
our current level of coverage. The implementation of Enterprise Risk Management will 
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ensure that OSFI is focussed on the higher risk areas. Information and records 
management processes are being reviewed and streamlined in accordance with the 
Management of Government Information policy during the implementation of the 
Electronic Document Management System (EDMS) project. We are also reviewing the 
information we collect from our regulated entities to permit rationalization and enhanced 
effectiveness in data collection, therefore, reducing compliance costs for regulated 
financial institutions. OSFI’s ongoing focus in this area will remain a priority. 


It is essential for OSFI to continue to attract and retain the human resource skills it needs 
to fully meet its mandate. Failing to do so could leave gaps in OSFI’s ability to regulate 
and supervise financial institutions and private pension plans effectively. However, the 
skills OSFI needs are highly marketable in today’s environment. This means that OSFI 
must continue to remain competitive in the workplace and focus priorities on refining 
employee skills to strengthen its human resources. 


OSFI has made strides in addressing its accountabilities. The completion of the Modern 
Comptrollership assessment and the subsequent development of our action plan have 
clearly established that we have many of the expected requirements in place and there are 
opportunities for improvement. We will continue to implement ERM as mentioned 
above and enhance our performance reporting. 


4.3 Benefits to Canadians 


Canadians benefit from a properly functioning financial system in which there is a high 
degree of public confidence. This supports Canada’s economy and the individual 
financial position of Canadians. OSFI’s programs and strategic outcomes benefit 
Canadians both directly and indirectly. The most obvious example of direct benefit 
occurs when OSFI protects the rights and interests of policyholders, depositors, creditors, 
and/or private pension plan members by intervening promptly and effectively in 
situations involving financial institutions or private pension plans encountering difficulty. 


The Office of the Chief Actuary (OCA) provides transparency regarding the Canadian 
retirement income system through the production and subsequent tabling before 
Parliament of regular actuarial reports on the Canada Pension Plan (CPP), Old Age 
Security (OAS) program, Canada Student Loans (CSL) and public sector employee 
pension and insurance plans. 


OSFI’s activities and programs to enhance the safety and soundness of financial 
institutions are key to a regulatory framework underpinning the financial system. This is 
essential to a productive and competitive economy which is one of the highest priorities 
of the federal government. In addition, an effective and efficient system of regulation 
provides benefits to regulated entities in their dealings with customers, and counterparties 
in Canada and abroad. 


As a result, the achievements of OSFI’s strategic outcomes are aligned with the first 
theme (“Economic Opportunities and Innovation in Canada’) and are highlighted in the 
Government of Canada’s annual performance report, entitled Canada’s Performance. 
This government-wide report measures annual progress toward broad societal goals and 
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highlights both Canada’s strengths and areas where improvements can be made. The 
following web site provides a full text of this report: 


http://www.tbs-sct.gc.ca/report/govrev/03/cp-re_e.asp 


Another government initiative that utilizes OSFI’s internal expertise is the fight against 
terrorism financing and money laundering. OSFI’s focus relates to guidance and 
supervision of the operation of financial institution programs to comply with AML/ATF 
requirements. 


In addition, OSFI supports the government’s priority to assist emerging markets to 
upgrade their regulatory and supervisory systems. It does this directly and with partners 
through focused assistance and capacity building. 


4.4 External Threats and Risks 


The threats and risks to Canadians if OSFI was not in place or did not effectively meet its 
mandate concern the impact this would have on reducing the safety and soundness of the 
financial industry. As a result, protection for depositors, policyholders, creditors, and 
pension plan members could be reduced. An effective and efficient prudential regulator 
is part of the system in all countries with developed financial sectors. As a result, 
Canadians, as well as individuals and counter-parties outside Canada, expect it to 
function well to support their confidence in dealing with the Canadian financial system. 


In the absence of the functions performed by the OCA, decision-makers and Canadians 
would not have the high quality, independent information they need to make informed 
choices about the financing of certain public pension and social programs. 


4.5 Operational Risks and Challenges 


At the beginning of the year, using output from its strategic planning process, OSFI 
reviewed, analyzed, and prioritized the threats and risks facing the organization. The 
most important threats and risks that were identified are as follows: 


THREAT/RISK IMPACT STRATEGY 
More complex, problem financial OSFI may not have the full capacity to e Be willing to utilize and reallocate resources 
institution situations or private pension | respond. internally 


plans. The economic slowdown is not 
mild and further financial market 
weaknesses occur leading to multiple 
problems. 


Maintain external links to allow ability to tap outside 
expertise as necessary 

Shift focus in Supervision to respond to higher risk 
areas 
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THREAT/RISK 


OSFI’s focus is not on what matters. 
OSFI will not remain up-to-date in its 
knowledge of the financial sector and 
latest developments in the assessment 
and management of risk at institutions 


OSFI may fail to identify a material 
problem that exists early enough. 


OSFI will not be successful in its efforts 
to recruit and retain highly skilled staff, 
and as a result its effectiveness suffers. 


OSFI’s information systems will not be 
adequate to support the regulation and 
supervision of institutions and private 
pension plans or the management of the 
organization. 


OSFI does not have the resources or 
internal processes necessary to do its 
job. 


IMPACT 


STRATEGY 


Continue to enhance internal management 
information and practices in order to accurately 
assess that OSFI’s focus remains appropriate 


Continuously broaden and deepen skills, training 
and competencies through a variety of means 
Periodically review core practices in order to ensure 
focus 


Offer fair compensation and provide timely and 
effective career management and training programs 
to ensure the recruitment, retention and 
development of individuals. 

OSFI embarked on a multi-year plan to enhance its 
information management systems, and related core 
practices 


As these threats/risks continue to exist, OSFI will monitor and develop its strategic 
planning process as required to ensure that impacts are minimized. 
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SECTION 5. HIGH LEVEL LOGIC MODEL 


Primary to OSFI’s mandate and central to its contribution to Canadians and Canada’s 
financial system and retirement income systems, are its activities to contribute to public 
confidence in the safety and soundness of Canada’s financial system. For financial 
institutions and private pension plans, OSFI does this by regulating and supervising and 
as a result safeguarding Canadians from undue loss. This is done through such activities 
as evaluation of system-wide risks, promotion of sound business and financial practices 
through appropriate rules and guidance, identifying institution-specific risks and trends, 
and intervening in a timely manner to minimise losses to policyholders, depositors, 
creditors, and private pension plan members. 


For public pension plans, the activities of the Office of the Chief Actuary within OSFI 
contribute to confidence in the retirement income system through accurate, timely 
information on the state of these arrangements and options being considered by policy 
makers. 


The following diagram demonstrates how OSFI’s resources are allocated to its primary 
activities, the outputs generated by each activity and their link to strategic outcomes. 
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Contribute to Public 
Confidence in the 
Canadian Retirement 
Income System 


Regulate and Supervise to Contribute to Public 
Confidence in Canada’s Financial System and 
Safeguard from Undue Loss 


Strategic 


Outcomes 


Regulation and 
Supervision of 

Federally Regulated — 
Private Pension Plans 


Accuracy of Financially Sound 


Prudentially Accuracy of Risk 


Intermediate ny leita iets aS 
7‘ Risk Balanced Tae aR eet Andee Enhanced Stability Federal 
Effective Early Framework pes bale cat Meare Financial System Pension and 


Approvals cess venti 
Intervention mahal eae Etro Raat Other Programs 


roa ss, ve a 
Risk l Regulations, Reguaton Risk Assistance to Actuarial 
Assessments Guidelines & ota Assessments Other Valuations & 
Interventions Other Rules tal e & Interventions Countries Advice! 


Conduct Risk 


Respond to 


Conduct Risk 


Conduct Actuarial 


Develop/Amend 


Assessments & OSFI Rules or Provide Assessments & Increasing raicannnere 
Intervene in High iin Set by Regulatory Intervene in High demands for Provide Aeitiatial 
Risk Financial Sel edeicia St! Approvals Risk Private echnical oy j 


Others ; Consultation 
Institutions Pension Plans 


$O.9M 
6 Avg FTEs 


‘Canada Pension Plan, Old Age Security Program, Canada Student Loan Program, and various public- 
sector pension and benefit plans. 

° These Activities are supported by Organization-Wide Activities. These Corporate Services costs and 
FTEs are allocated over the Activities based on direct headcount 
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SECTION 6. DISCUSSION OF PERFORMANCE 


This section assesses OSFI’s performance relative to the strategic outcomes outlined in 
its 2003-04 Report on Plans and Priorities (RPP). Section 6 is organized in conjunction 
with the model laid out in Section 5 and focuses on Strategic and Intermediate outcomes. 
Generally, the approach taken is to provide current year performance measures compared 
to previous year’s results (where available) and incorporates the following rating scale: 


Rating Scale 


Improvement over past years’ results 


Consistent with past years’ results 


Decline from past years’ results 


In instances where past years’ data is not available, a rating of ‘ky has been assigned. 


6.1 Strategic Outcomes 


As discussed in Section 3 above, primary to OSFI’s mandate, and central to its 
contribution to Canadians and Canada’s financial system and retirement income systems, 
are two strategic outcomes: 


I) To regulate and supervise financial institutions so as to contribute to public 
confidence. For federally regulated financial institutions and private pension plans, 
OSFI does this by enhancing their safety and soundness; therefore, protecting 
policyholders, depositors, creditors, and pension plan members from undue loss. 


2) To contribute to the public confidence in Canada’s retirement income system. 
This is achieved through the activities of the Office of the Chief Actuary, which 
provides accurate, timely information on the state of various public pension plans and 
on the financial implications of options being considered by policy makers. 


OSFI continues to develop and compile relevant performance measures. Many of the 
measures cited below are derived from various public and industry-related surveys that 
OSFI conducts. These surveys are generally conducted every two years on a rotating 
basis, although the frequency can fluctuate as the need dictates. OSFI also gathers 
performance data from internal information on its operations, from peer assessments done 
from time to time, and from other sources. Information gathered from these surveys and 
other sources are incorporated into OSFI’s corporate planning process. 


In many cases it is not possible to directly obtain evidence on OSFI’s contribution to a 
particular objective because OSFI’s role is often only one of the influences affecting an 
outcome. In this regard, OSFI periodically and directly monitors the outcome involved 
and uses several indirect approaches to assess OSFI’s contribution. 
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6.2. Monitoring Mechanisms and Performance — Strategic Outcomes 


To monitor and assess the impact of its priorities on its strategic outcomes (as outlined in 
the 2003-04 RPP and summarized in Section 3), OSFI uses a combination of performance 
measurement data and information. For each of these priorities the types of monitoring 
mechanisms used are reported on in Section 6.3 below. 


To monitor the status of the strategic outcomes themselves, OSFI uses various types of 
performance measures, including independent assessments (public surveys), peer 
reviews, actual experience preventing undue loss and others. Examples of specific 
performance measures are listed below: 


e Level of confidence in funds placed with financial institutions; 

e External opinions on overall soundness of financial institutions in Canada from 
various sources; 

e Number of involuntary closures of financial institutions initiated by OSFI and the 
extent of losses, if any, associated with these closures, and how OSFI performed 
in these cases; and 

e Number of involuntary terminations of private pension plans with loss of benefits 
and the extent of losses, if any, and how OSFI performed in these cases. 


OSFI’s mandate explicitly provides that closures and terminations can occur and are not 
by themselves an indication of OSFI’s performance. So in considering those that do 
occur, OSFI assesses how it performed relative to its early intervention mandate in 
identifying the situation and intervening appropriately. 


For example, with private pension plans, the plans are voluntary and are allowed to run at 
a deficit. All deficits are not cause for concern. What matters is the ability of the sponsor 
to fund the deficit. Issues arise when the plan is in deficit and the sponsor is also in 
difficulty. However, if the sponsor cannot afford the benefits, the option exists to 
restructure the plan. 


It should be recognized that OSFI’s performance does not constitute the only influence on 
its strategic outcomes and the above performance measures. Indeed, OSFI’s legislation 
recognizes that there are many other factors and stakeholders whose actions or inactions 
have a large impact on the strategic outcomes. However, OSFI continues to monitor this 
type of information to ensure it has a clear understanding of the status of its key strategic 
outcomes and to gain additional insights into the ways by which OSFI itself can continue 
to contribute to those outcomes. 


OSFI also monitors a variety of indicators that contribute to its effectiveness such as the 
appropriateness of its supervisory or rule making practices and the usefulness of its 
feedback to institutions. 


Office of the Superintendent of Financial Institutions 
2003/04 Departmental Performance Review 
Page 26 


Overall Performance: Public confidence in Canada’s financial systems remains high. 
The view of OSFI’s contribution to public confidence, as indicated by its stakeholders, 
continues to strengthen. Industry executives in survey results have indicated that OSFI’s 
performance related to “safeguarding from undue loss” continues to be satisfactory and 


continues to improve. 


Performance Measures 


Results Rating/Trend 


Level of public confidence in funds 
placed with financial institutions 


(as determined through an annual 
public survey performed on behalf of 
OSFI by Decima Research) 


86% of respondents said they were “very 
confident” or “somewhat confident” in Canada’s 4 
financial system. The Canadian public continues 
to express high levels of confidence in their ‘ 
financial institutions. Survey results show Public eee ¢ ‘ 
Confidence remains high with some changes 2002 - 85% 
over time that OSFI does not regard as indicating 2001 - 84% 


OSFI’s contribution to Canadians’ 
confidence in the financial sector 


(as determined through the Senior 
Industry Executive Consultation 
Survey and Decima Research?) 


OSFI’s contribution to improving the 
strength of financial institutions 


(as determined through the Senior 
Industry Executive Consultation 
Survey) 


any need to change OSFI’s approach. 1997 - 88% 


Survey not conducted for 2003-04 

In 2002, 86% of the participants in the Senior 
Industry Executive Consultation indicated that 
OSFI did a very good or good job in “contributing 


‘4>' 
wy 


to Canadians’ confidence’ in the financial sect Putas 
o Cana lians confi lence in the financial sector. 5002 — 86% 
The Decima survey indicated that government 5000 — 76% 
regulation of financial institutions is a major 7 

1998 - 81% 


factor/driver of high public confidence in the 
financial sector. 


Survey not conducted for 2003-04 
In 2002, 95% of the financial sector executives 

who participated in the Senior Industry Executive 
Consultation indicated that OSFI’s activities have 


(4) 
\ ed 


: Salas 2003 — N/A 
“contributed to making Canada’s financial 5002 — 95% 
institutions stronger than they were in the past’. : 

2000 - 92% 


1998 — 85% 


Overall soundness of financial 
institutions 


(as determined by the World 
Economic Forum's Global 
Competitiveness Report for 2003-04 
and other sources) 


When asked to rate the soundness of Canadian 


banks, Canadian participants in the Executive 4) 
Opinion Survey rated them at 6.7 on a 7-point 
scale. This rating remains at a high level with 2003 - 6.7 
only Australia and New Zealand ranking higher. 9002-67 
Rating agency reports on the Canadian financial 

2001 - 6.9 
system continue to describe the regulatory 
system as “sound”. 


* The Senior Industry Executive Consultation is a comprehensive consultation with financial institution 
senior executives and professionals serving the industry (lawyers, accountants and actuaries). It is 
performed on behalf of OSFI approximately every two years by an international research firm, is strictly 
confidential (OSFI does not know who was interviewed), utilizes a detailed interview guide, and is 


conducted on a one-to-one basis. 
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Performance Measures 


Results Rating/Trend 


Number of closures of financial 
institutions initiated by OSFI, losses 
associated with these closures, and 
how OSFI performed in these cases. 


Number of terminations of private 
pension plans due to financial 
difficulty (including sponsor 
requested terminations), losses of 
benefits and how OSFI performed in 
these cases. 


During the year, a Canadian branch of a troubled 
foreign P&C company was wound up in order to 

protect policyholders and creditors in Canada. In 
2001, OSFI took control of a Canadian branch of 


a troubled foreign P&C company and a small 2003 - 1 
closely held fidelity and surety insurance 2002 - 0 
company in run off mode. In all three cases, full 2001 —2 


recoveries are expected. Pursuant to its early 
intervention mandate, OSFI actions were 
commensurate with the seriousness of the 
roblem FI. 

During the year, one plan was involuntarily 
terminated to protect the pension plan members 
— total losses of benefits was minimal (less than 
$10K). In 2001 several plans had chosen to 


restructure and reduce benefits rather than meet 2003 - 1 
funding obligations, in part through OSFI's 2002 -0 
intervention. OSFI was proactive in meeting its 2001-3 


intervention mandate. 
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6.3. Monitoring Mechanisms and Performance — Intermediate 


Outcomes 


This section assesses performance of the intermediate outcomes that support the 
achievement of OSFI’s strategic outcomes. 


EFFECTIVELY IDENTIFY RISKS FACED BY FINANCIAL INSTITUTIONS AND PRIVATE PENSION PLANS AND 


INTERVENE AS APPROPRIATE 
Link to Outcome 


Overall Performance 


Performance Measures 


Ongoing internal monitoring of 
identification of risks and 
results achieved in dealing with 
specific problem institutions. 


Source: Internal Information on 
OSFI Operations 


Indicates the effectiveness of OSFI’s risk assessment process, which is the basis 
for the determination of requirement for intervention. 


The indicators show that OSFI’s Supervisory practices are effective. 


Results 


Rating/Trend 


e Tracked a drop in institutions with a risk to 


financial viability or solvency (stage 2) from 10 to 
4 over the year, in part through OSFI’s 
intervention. Total staged institutions increased 
slightly year over year; however, the majority were 
in the early warning category (stage 1) (92% 
versus the previous year at 79%). The majority of 
staged institutions were P&C companies. OSFI 
believes its actions identified actual or potential 
problems and intervened appropriately. A number 
of institutions improved their ratings in the year as 
a result of OSFI’s actions. Some institutions were 
appropriately added to watchlists as part of our 
risk assessment activities. 


Stressed the need for financial institutions to have 
appropriate controls in place to manage the legal 
and reputational risks of their operations, stepped 
up monitoring of how larger institutions manage 
these risks, and intervened when institutional 
approaches were insufficient. 


Assigned a low or moderate rating to 83% of 
those institutions that were provided Composite 
Risk (CR) ratings as at March 31, 2004 (versus 
75% the previous year); assessed less than 0.3% 
as high risk (versus 1.5% the previous year). To 
enhance transparency and increase consistency, 
OSFI has shared assessment criteria and CR 
ratings with 320 institutions to date. 
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2003 — met expectations 
2002 - N/A 
2001 — N/A 
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Performance Measures 


Ongoing internal monitoring of 
identification of risks and 
results achieved in dealing with 
private pension plans. 


Source: Internal Information on 
OSFI Operations 


e Observed a slight decline in the number of private 
pension plans on OSFI’s watchlist during 2003-04, 
from a high of 96 to 83 (62 defined benefit and 21 
defined contribution plans). Some plans remedied 
their problems and were removed from the list, in 
part through OSFI’s actions. 


e ldentified plans that posed higher levels of risk 
and ensured plan administrators took prompt 
corrective action. Focused and achieved results 
in dealing with plans in deficit that were taking 
contribution holidays, late remittances of 
institutions, to certain smaller defined contribution 
plans and need to accelerate funding for plans 
who had fallen into deficit since last valuation 
report. 


e Acted effectively to identify problems, and push for 
resolution and protection of plan members in the 
case of Air Canada. 


e Conducted reviews of the adequacy of disclosure 
to members and pushed for better disclosure 
where necessary to meet responsibilities under 
legislation. 


e Acted to reduce problem of outstanding valuation 
reports and late remittances for certain smaller 
defined contribution plans. 
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2003 — met expectations 
2002 — N/A 


2001 — N/A 


Completion of “Post Mortem” 
exercises on problem situations 
that occur to assess OSFI’s 
effectiveness in dealing with 
the issue(s) and identification 
of lessons learned and 
potential areas for 
improvement. 


Source : Internal Information on 
OSFI Operations 


Periodic stakeholder feedback 
on and peer assessments of 
quality and effectiveness of 
OSFI's overall supervisory 
review processes, or of specific 
components of supervisory 
process. 


Source: Credit Consultation? 


e OSFI completed one post-mortem and 
incorporated lessons learned into 2004-05 plans 
and priorities. 


e Survey not conducted for 2003-04 


e In 2002, OSFI’s overall effectiveness in 
performing credit reviews in institutions was rated 
between good and very good by the financial 
sector executives who participated in the Credit 
Consultation. 
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2003 — met expectations 
2002 - N/A 
2001 - N/A 
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2003 - NA 
2002 — good to very good 
2000 - NA 


~ The Credit Consultation is a comprehensive consultation with financial institution executives who were 
involved in OSFI credit reviews within their institution. It is performed on behalf of OSFI approximately 
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From time to time OSFI has had external groups assess its Risk Assessment and 
Intervention processes. In 2000, the IMF conducted a peer review of several regulators 
as part of its financial sector assessment program. The results for OSFI were favourable. 
The IMF commented that the “regulatory and supervisory structure in Canada is well 
developed, complies with the major international principles and standards, and is a source 
of international best practice in a number of areas." Similarly, external peer reviews of 
the reports of the Chief Actuary on the Canada Pension Plan (CPP) have found that OSFI 
produced quality and highly effective advice with respect to the CPP and other programs. 


every two years by an international research firm, is strictly confidential (OSFI does not know who was 
interviewed), utilizes a detailed interview guide, and is conducted on a one-to-one basis. 
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IMPROVE READINESS TO DEAL EFFECTIVELY WITH PROBLEM INSTITUTIONS AND PRIVATE PENSION 
PLANS 


Link to Outcome Indicates the effectiveness of OSFI’s intervention processes. 
Overall Performance The indicators show that OSFI’s intervention practices are effective. 


Ongoing internal monitoring of e Shifted resources and improved processes, e.g. 
results achieved in improving _ enhanced early warning tests and increased ‘4p 
readiness to deal effectively with solvency testing, focussed especially on w 
specific problem institutions and property and casualty insurance companies and | 2993 — met expectations 
private pension plans. private pension plans. 5002 — N/A 
e Widely promoted the need for responsible 2001 — N/A 
pension plan governance, including increased 
Source: Internal Information on awareness by pension stakeholders of the 
OSFI Operations issues, the risks and how to deal with them. 
e Rolled out OSFI’s revised Business Resumption 
Plan (BRP) and tested crisis management 
scenarios. Remained open and dealt 
successfully with OSFI’s responsibilities during 
the blackout of August 2003. 
e Participated with the Canadian Association of 
Pension Supervisory Authorities (CAPSA) in the 
development of principles for sound 
governance of private pension plans. CAPSA 
tested a self-assessment questionnaire for plan 
administrators, and the results will help shape 
CAPSA guidance on plan governance. 
e Prepared a report on the property and casualty 
insurance industry, looking at trends in 
revenues, expenses and profitability, and 
reviewing the regulatory framework for 
investment as well as industry practices. The 
report, which was sent to federal and provincial 
governments, concluded the regulatory system 
is sound and urged that any actions to control 
insurance premiums be matched by actions to 
reduce claim expenses so as to avoid solvency 
problems. 
Completion of “Post Mortem’ ‘i OSFI completed one post-mortem and 
exercises on problem situations incorporated lessons learned into 2004-05 ‘a> 
that occur to assess OSFI’s plans and priorities. ws 
effectiveness in dealing with the 5003 — met tat 
issue(s) and identification of phoma aaa 
lessons learned and potential 2002 — N/A 
areas for improvement. 2001 — N/A 
Source: Internal Information on 
OSFI Operations 
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ENSURE FRAMEWORK OF GUIDANCE AND RULES REMAINS RELEVANT AND MEETS INTERNATIONAL 
MINIMUMS 
Link to Outcome Provides industry expert views of whether or not correct balance between 
effective prudential oversight, and allowing institutions to compete is being 
maintained. 

Overall Performance With respect to a balanced regulatory framework, industry executives have 
indicated that OSFI’s performance rated well and that OSFI recognizes the 
importance of maintaining that balance. 

Year-end assessment of the e Modernized the guideline for effective 
degree to which OSFI reviewed outsourcing by financial institutions, to address 4» 
and adjusted rules as required. the risks of reliance on third party service wy 
providers through better management and 2003 - met expectations 
control. 
nee at be : 2002 — N/A 
Source: Internal Information on e Finalized a new guideline for the duties of an 5004 — N/A 
OSFI Operations appointed actuary, including expectations for an 
external review process for reports, to narrow 
the range of actuarial practice and strengthen 
confidence in the work of the appointed actuary. 
e Tracking of Rules Development projects 
concluded that a vast majority were completed 
on time. 
e Updated the Minimum Continuing Capital and 
Surplus Requirements (MCCSR) Guideline for 
Lapse and Mortality Risk Capital Requirements 
to more accurately reflect risk and provide a 
better basis for comparison between Canadian 
life insurance companies. 
e Continued our commitment to the work of the 
Basel Committee on Banking Supervision 
(BCBS) and made significant efforts to be ready 
for the implementation of the new capital 
adequacy framework (Basel Il). The 
Superintendent served as Vice-Chairman of the 
BCBS and Chairman of the Accord 
Implementation Group. 
Selected post-implementation e OSFI provided a post implementation impact 
assessment of rules adjustments assessment of its new capital guidelines for 46> 
to establish whether intended P&C companies to industry. The assessment w 
impacts were achieved (e.g. confirmed that the intended impact was 2003 - met expectations 
prudence and permitting achieved. 
competitiveness are appropriately ; 2002 — NIA 
balanced). e Worked with the Canadian Institute of Actuaries 2001 —N/A 
(CIA) to develop a model for disclosure of 
annual gains and losses by source for life 
Source: Internal Information on insurance companies. 
OSFI Operations 
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Periodic stakeholder feedback on, Survey not conducted for 2003-04 


ts of, th rane ep) 
oes rartarestetiarpsreres In 2002, OSFI was well rated by the financial w 
financial sector developments sector executives who participated in the Senior 
regulatory approaches in other Industry Executive Consultation when asked 2003 - NA 
jurisdictions, and stakeholder whether OSFI struck an appropriate balance 2002 — well rated 
feedback to identify and evaluate between effective prudential supervision, and 2000 — NA 
potential adjustments to other allowing institutions to compete. 1998 — NA 

les. 

meu Survey not conducted for 2003-04 ~ 
Source: Senior Industry Executive In 2002, 72% of the financial sector executives wy 


Consultation who participated in the Senior Industry 
Executive Consultation said they believe OSFI 2003 - NA 
acts to ensure that Canadian financial 2002 - 72% 
institutions are not put at a disadvantage 2000 - 41% 
internationally vis-a-vis foreign competitors. 4998 — 50% 
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ANALYZE THE IMPLEMENTATION OF POLICY FRAMEWORKS AND ADAPT REGULATORY AND 
SUPERVISORY APPROACHES AS REQUIRED 


Link to Outcome Indicates whether the existing policy frameworks are appropriate which leads to 
the tweaking or adapting of OSFI’s regulatory and supervisory approaches as 
required. 


Overall Performance OSFI’s supervisory processes and framework have proven effective and are 
considered leading edge in comparison to other jurisdictions. 


Selected assessments of e OSFI’s supervisory processes and framework 
effectiveness of frameworks and have proved highly effective and are considered 4 
approaches. among the leading edge in comparison to other ws 
junsaieiions, 2003 — met expectations 
e Ongoing improvements in supervisory practices 002 — N/A 
Source: Internal Information on occurred during the year in such areas as 5001 — N/A 
OSFI Operations further internal quality assurance and additional 


guidance to supervisors. 


e Accelerated assessments of banks to determine 
their readiness to implement the new capital 
adequacy framework (Basel II). All major banks 
completed a gap analysis and identified areas 
where improvements were needed. 


e Started an assessment of reputational risk at all 
major financial institutions and based on the 
results will determine whether further guidance 
is necessary. 


e Continued with a program of assessments to 
determine the progress federally regulated 
financial institutions have made in developing 
anti-money laundering and anti-terrorist 
financing programs. Assessments completed 
by March 2004 covered 63% of industry total 
assets for deposit-taking institutions and life 
insurance companies. By June 2004, that rose 
to 90%. 
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NEW - RESPOND, IN A SELECTIVE WAY, TO INCREASING DEMANDS FOR OSFI’S TECHNICAL ASSISTANCE 
(FUNDED BY CIDA) 


Link to Outcome 


Indicates the effectiveness of OSFI’s provision for technical assistance to foreign 
jurisdictions. 


Overall Performance OSFI has proven effective in the delivery of technical advice and consulting 


services required to rectify shortcomings in certain identified jurisdictions. 


Rating/Trend 


e Expanded the geographic focus of our technical 


Performance Measures 


assistance program to include Eastern Europe, “4> 
at the request of the World Bank, to meet an w 
urgent need for technical assistance in this 2003 - met expectations 
region, beginning with insurance regulation in 9002 — N/A 
the Ukraine. 
Source: Internal Information on 2001 - N/A 


e Provided hands-on technical advice and 
consulting services to rectify shortcomings in 
jurisdictions identified in the International 
Monetary Fund (IMF) / World Bank Financial 
Sector Assessment Program (FSAP), to 
achieve compliance with the Basel Core 
Principles and the International Association of 
Insurance (IAIS) Core Principles. Work 
included market risk guidance, the initiation of 
on-site examination programs and legislative 
drafting. 


OSFI Operations 
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MAINTAIN THE RESOURCES AND INFRASTRUCTURE NECESSARY TO SUPPORT SUPERVISORY AND 


REGULATORY ACTIVITIES 
Link to Outcome 


Overall Performance 


Performance Measures 


Indicates the effectiveness of OSFI’s resources and infrastructure that supports 
its supervisory and regulatory activities. 


OSFI has several ongoing initiatives to improve the effectiveness of its 
infrastructure that supports its supervisory and regulatory activities. OSFI is on 
budget and on time with respect to the delivery of these projects. 


Results 


Rating/Trend 


Year-end assessment of the © OSFI met its 2003-04 milestones for the 
degree to which OSFI’s IM/IT Business System Integration Initiative (BSI). lap) 
Strategic Plan was achieved This significant internal project is reengineering w 
within specific timeframes and core supervision processes and will allow OSFI | 993 — met expectations 
benefit expectations (i.e. aspects to better allocate resources to high-risk 9002 — N/A 
of the plan were implemented as situations. = 
planned). 2001 — N/A 
Source: Internal Information on 
OSFI Operations 
Periodic feedback from employee | e 93% of OSFI employees said they “were proud 
surveys on OSFI's effectiveness to work for OSFI” (External Comparison — 67% “4> 
in this area (with a goal of per the consultant’s General Book of Business w 
continuously improving ratings). in response to same or similar questions). 2003 - met expectations 
© 86% of OSFI employees said they “would 2002 — N/A 
Source: 2002 OSFI Employee recommend OSFI to others as a good place to 9001 — N/A 
Survey work (External Comparison — 71% per the 
consultant's General Book of Business in 
response to same or similar questions). 
e Responded to the latest employee survey by 
strengthening internal communications, by 
providing improved inquiry channels, 
information sessions on key internal initiatives, 
and increased employee contact with senior 
management. 
Year-end assessment of the e Reviewed data requirements for the life and 
number of processes streamlined P&C insurance industry. Along with other data “4> 
and anticipated impacts. rationalization activities, this resulted in a net w 
reduction of up to 50% in the number of 2003 — met expectations 
Source: Internal Information on regulatory financial information data points to 9002 — N/A 
OSFI Operations be filed by most life and P&C companies. 2001 — N/A 
e As part of the Modern Comptrollership initiative 
OSFI completed a formal capacity assessment, 
and prepared an action plan to be implemented 
in 2004-05. 
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Year-end assessment of the 
effectiveness of OSFl’s Electronic 
Documents Management System 
(EDMS) implementation in terms 
of achieving the initiative’s 
intended objectives. 


e@ OSFI completed Phase 1 of its multi-year 
implementation of EDMS, which included 
deployment of new electronic document 
management technologies on every employee’s 
desktop. As at March 31, 2004, more than 
850,000 files were being managed in EDMS. 


4» 
wg 
2003 — met expectations 
2002 — N/A 
2001 - N/A 


Source: Internal Information on 
OSFI Operations 


Year-end assessment of OSFI's Met milestones for the Business System 


implementation of Core Integration Initiative (BSII), which is OT 
Supervision Workflow System reengineering core supervision processes and w 

(CSWS) in terms of whether the will allow us to better allocate resources to high- | 993 — met expectations 
initiatives objectives were risk situations and implement associated 5002 — N/A 
achieved as planned. technologies, such as document management ‘ 


and workflow. 2001 - N/A 


Source: Internal Information on 
OSFI Operations 
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Overall Performance 


PROVIDE EXPERT AND TIMELY ADVICE TO THE GOVERNMENT OF CANADA ON THE CANADA PENSION 
PLAN AND OTHER PROGRAMS 


Link to Outcome 


Indicates the quality and effectiveness of the advice provided to the government 
of Canada on the Canada Pension Plan and other programs. 


OSFI is continu:ng to develop and refine its performance measures in this area. 
Feedback from the Independent Review Panel of Actuaries indicates that OSFI 
produced quality and highly effective advice with respect to the Canada Pension 
Plan and other programs. 


Performance Measures 


Results 


Rating/Trend 


access to information, 


reasonably accurate? 


pension expenditure 


Results of independent peer 
assessments of the Chief 
Actuary’s review of the Canada 
Pension Plan and other plans, 
including tabling reports on time, 


reasonableness of assumptions 
and methods, communication, 
compliance, and accuracy. 


Source: Reviews conducted by 
the CPP Actuarial Review Panel 


Are pension liability estimates and 
sensitivity tests prepared by OCA 


Source: Audit requested by the 
OAG concerning the governments 


those obtained by OCA. 


Does OCA perform statutory 
valuations of the PSSA, RCMPSA 
and CFSA, which produce 
reasonable measures of the 
normal cost and liabilities given 


the available data? 


Source: Audit requested by the 
OAG concerning the governments 


pension expenditure 


| 


e The opinion of the Independent Panel of 

Actuaries is summarized as follows: 

» —_all reports were tabled on time; 

« — Chief Actuary had access to data required; 

» Assumptions and methodology elements 
were appropriate and reasonable; 

= reports fairly communicate results of work 
performed; 

= Chief Actuary and staff were in compliance 
with relevant professional standards; 


e These characteristics lead to greater public 
confidence in plans and programs impacted. 


‘4>) 
ws 


2003 - met requirements 
2002 — met requirements 
2001 — met requirements 


e The opinion of the actuarial consultants stated 
that the determination by OCA of the estimated 
liabilities under the Public Sector 
Superannuation Act, the Canadian Forces 
Superannuation Act and the Royal Canadian 
Mounted Police Superannuation Act \s 
reasonable. The results for the sensitivity tests 
conducted by the consultants are similar to 


@ The independent verification report found that: 
the actuarial methods were appropriate; 

the demographic and economic assumptions 
were appropriate for the valuation; 

all benefits materially affecting the cost were 
valued; 

the valuation results were verified both on a 
cell-by-cell and aggregate basis; 

the valuation results were reasonable using 
available membership data. 


“4 
ws 


2003 - met requirements 
2002 — N/A 
2001 — N/A 


‘4 
ws 


2003 - met requirements 
2002 - N/A 
2001 — N/A 
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SECTION 7. GOVERNMENT PRIORITIES AND OTHER INITIATIVES 


This section summarizes OSFI’s involvement in a number of Government-wide 
initiatives. The table below indicates which initiatives are applicable to OSFI. 


Not 
Applicable to 
OSFI 


Applicable 
to OSFI 


Government Priority/Initiative 


= Government On-line 
Modern Comptrollership 


# Service Improvement 


» Sustainable Development 


« Transfer Payments (Grants and Contributions) X 
«= Conditional Grants and Foundations X | 
» Alternative Service Delivery X 
» External Charging (previously Cost Recovery and x 
Charging Policy, 1997) 
be Projects (formerly Major Capital Projects) X 
« Major Crown Projects X 
» Major Regulatory Initiatives X 7 
* Storage Tanks X 
» Procurement and Contracting X 
= Travel Policy X 


Government On-line (GOL) 


As part of its multi-year IM/IT plan, OSFI has a program that supports the GOL 
initiative. OSFI continues to make minor enhancements to its web site, with a full re- 
design to meet GOL standards planned for the coming year. 


Modern Comptrollership 


In 2003-04 OSFI participated in the Modern Comptrollership Initiative, a mandatory 
government-wide initiative to implement and sustain modern management practices in 
the culture, accountability systems, and measurement systems of Federal Government 
departments and agencies. OSFI completed a formal capacity assessment, prepared an 
action plan to be implemented in 2004-05, and continued to work towards the guidelines 
of the Management Accountability Framework. Some of the key processes that are 
aligned with the Modern Comptrollership initiative are outlined below. 
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Modern 


Comptrollership 
Category 


Strategic 
Leadership 


Integrated 
Performance 
Informatics 
Motivated 
People 


Mature Risk 
Management 


Process 
Improved Planning Process 


How it Supports Achievement of Strategic Outcomes 
Enhanced planning process to identify and prioritize risks 
earlier and map all projects and resources to risks. 


Ensures resources are effectively used and projects are 
aligned with risk of meeting our mandate. 


Online monthly Management reporting 
for time and financial resources 


Conduct Employee Survey and 
produce action plan based on results 


Enterprise Risk Management plan is 
currently in place at a high level and is 
being further elaborated and refined 


Clear 
Accountability 


Shared Values 
and Ethics 


Provides management with the necessary information to 
ensure resources are being used effectively. 


Human resources are motivated to do what is required in 
order to meet outcomes. 


Understanding enterprise risk management is important to 
being an efficient regulator. 


Redesign the “Goal Commitment 
Document” to ensure employee goals 
are clear and measurable 


Update the “code of conduct” for 
employees 


Rigorous 
Stewardship 


Employees have a clearer understanding of what is 
required of them, how it links to OSFI’s goals, so that as a 
whole OSFI achieves its goals. 


Public confidence that OSFl employees have a high level 
of integrity. 


Annual Financial Statements audited 
by the Office of the Auditor General 


Public confidence that OSFI is responsible with its financial 
resources. 


External Charging (previously Cost Recovery and Charging Policy, 1997) 


OSFI recovers its costs from several revenue sources. Costs for risk assessment and 
intervention (supervision), approvals and rule making are charged to the financial 
institutions and private pension plans that OSFI regulates and supervises. 


The allocation of costs to individual institutions for OSFI’s main activities of supervision, 
approvals and rule making is determined in several ways. In general, the system is 
designed to allocate costs to each institution based on the approximate amount of time 
spent supervising and regulating the institution. As a result, well-managed, lower-risk 
institutions and those with fewer approvals bear a smaller share of OSFI’s costs. 


Specific user fees cover costs for certain approvals. Service charges for approvals and 
rulings are made pursuant to financial institutions legislation. The specific legislation 
governing these approvals or rulings 1s the Bank Act, Insurance Companies Act, Trust 
and Loan Companies Act and the Cooperative Credit Associations Act, along with 

relevant Regulations. 


There are 52 types of activities that require Superintendent, Ministerial or other level of 
approval and also have a specific service charge. All 52 activity types had their 
respective fees modified during fiscal year 2003-04 . In August 2003 the fees were 
increased by 30 per cent over the previous rates in order to permit OSFI to better account 
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for the actual cost of providing its services and to apply a more equitable method of 
recovering costs. In addition, the amended Regulation implementing that fee increase 
had a provision further increasing each fee by another 30 per cent over the original 
amounts (an effective 23 per cent increase over the August 2003 revised charges). These 
52 activities/approval types have been grouped by level of approval into five categories in 
the tables below. 


Planning Years 
2003-04 | 2003-04 | Estimate | Forecast | Forecast | Forecast 
Budget | Actual of Full | Revenue | Revenue | Revenue 
Name of Fee Revenue | Revenue | Cost 2005-06 | 2006-07 | 
Activity: Description: ($000) ($000) ($000) $000 $000 
Ministerial There are 17 types of transactions under the legislation $ 1,183 $1,248 $1,248 $1,594 $1,742 $1,742 
approval that require Ministerial approval. These include the 
issuance of letters patent of incorporation to a new 
financial institution, approval of the change of ownership 
of a financial institution, and transfers of business 
between institutions. 
Superintendent | There are 16 types of transactions under the legislation $ 337 $ 247 $ 247 $ 346 py orr $ 377 
approval that require Superintendent approval. These include the | 
issuance of, and variations to, orders to commence and 
carry on business and the recognition of provincial 
companies as approved reinsurers. 
Superintendent | There are 14 types of transactions under the legislation $ 946 $ 664 $ 664 $ 979 $1,068 $1,068 
deemed falling within this category. The governing legislation 
approval provides that unless the transaction is approved by the 
Superintendent, denied or extended within 30 days, the 
approval is deemed to be given 30 days following 
receipt by OSFI of the complete application. The 
deemed approval types are considered the less complex 
of the numerous types of transactions that OSFI 
reviews. 
ene There is a type of transaction that requires either $ 228 $ 229 $ 229 $ 294 $ 321 $ 321 
requiring either | Ministerial or Superintendent approval, depending on 
Ministerial or the specific circumstances of the transaction. This 
Superintendent | transaction type permits a federal financial institution to 
depending on | make a substantial investment in another entity. The 
details of activities of the target entity determine whether 
transaction Ministerial or Superintendent approval is required. 
Other types of | There are four other services provided by OSFI that $ 94 $225 $229 
approvals incur a service charge. These include written 
interpretations of the legislation and confirmations of 
capital quality. 
TOTAL $2,787 $2,611 $2,611 
Revenue 


FEE TYPE AND FEE SETTING AUTHORITY: 


Institutions Regulations 2002 
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e Regulatory Service (R), Office of the Superintendent of Financial Institutions Act - Subsection 23.1(2) 
e Regulations Amending the Charges for Services Provided by the Office of the Superintendent of Financial 


ESTIMATED FULL COST: 


As fees have been established based on time spent to process each type of transaction, estimated full cost is equal to 
forecast revenue. The exception is within the Ministerial approval type as costs related to review and approval within 
the Department of Finance has not been factored into the user fees. 


Service Standards 


Given the varying complexity of applications within each grouping of activities listed 
above, very broad performance standards have been established. The timing for 
completion of an application requiring Ministerial approval is currently measured against 
a 90-day target; however complex Ministerial application types such as incorporations or 
branch registrations normally require approximately six months to complete. 


Superintendent deemed applications are a group of approvals where the legislation 
requires that approval be given within 30 days of OSFI receiving a complete application 
or the approval is deemed to be granted. These activities are generally considered to be 
less complex. 


The remainder of the application groups listed above have a 30-day completion target, 
although complexity or links with other more complex approvals are frequent reasons for 
the 30-day target being very difficult to attain. 


On March 31, 2004, Bill C-212, An Act respecting user fees, received Royal Assent that, 
among other requirements, necessitates the annual reporting of user fees and the 
establishment of service standards for the introduction of new or changed user fees. 

OSFI is in the process of reviewing the implications and requirements of the new 
legislation. In connection with the new reporting requirements of this legislation, a 
complete list of the 52 user fees charged by OSFI (and summarized above) can be found 
in Annex B. 


OSFI is in the process of refining its Service Standards definitions. 
Performance Results 


During the 2003-04 fiscal year, OSFI granted 687 approvals under the four Acts that it is 
responsible for administering. Of those, 168 transactions required Ministerial approval, 
with the remaining 504 approvals falling within the Superintendent or Superintendent 
deemed types. In addition, approximately 15 applications were processed that required 
approvals other than from the Minister or Superintendent. 


Performance analysis indicated that, of the Ministerial level approvals, 70 per cent were 
processed within the 90-day target timeframe. The remaining 30 per cent that took longer 
than 90 days would include incorporations, branch registrations and changes of 
ownership that normally take longer than 90 days due to statutory and information 
requirements. 
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Of the 504 transactions of the Superintendent or Superintendent deemed types, 54 per 
cent of those were processed in less than 30 days, 26 per cent were processed between 30 
and 90 days and 20 per cent required more than 90 days to complete. Frequently 
Superintendent approvals, whether of the deemed type or other, require longer than 30 
days because they are linked to a more complex transaction. 


The 15 transactions that required other than Ministerial or Superintendent’s approvals 
include written interpretations of the legislation and confirmations of quality of capital. 
These were generally all processed within 30 days. 


An analysis of reasons for applications processed during the 2003-04 year taking longer 
than the 30-day or 90-day targets indicate that in 42 per cent of the cases there were 
delays in the provision of required information to OSFI. As noted above, in 28 per cent 
of these cases, an approval was part of a more complex case that required significant time 
to process. 


Consultation and Analysis 


In August 2003, the fees charged for the 52 types of activities requiring approval were 
increased by 30 per cent. The amendment to the Regulations approving this increase also 
included a further increase of 23 per cent to be effective in August 2004. 


As the service charges imposed by OSFI on certain approvals are included in 
Regulations, any amendment to these Regulations requires consultation before final 
approval is given by the Governor-in-Council. OSFI sent draft copies of the regulations, 
along with a supporting explanatory letter, to the various industry associations that 
represent the federal financial institutions. Following comments received from these 
associations, amendments were made to the proposed fees. 


The amended Regulations were then published in the Canada Gazette to solicit further 
comments and also published in final form upon approval by the Governor-in-Council. 
The OSFI web site contains a link to the particular Canada Gazette edition that contains 
the final version of the Regulations. 


At the time of implementation of the service charges and periodically since, OSFI 
reviewed the user fees charged by regulatory bodies in other countries for similar types of 
approvals, particularly the Office of the Comptroller of the Currency in the United States 
and the Financial Services Authority in the United Kingdom, to ensure the fees charged 
in Canada were reasonable compared to other countries. In addition, OSFI has reviewed 
fees charged by other federal government departments such as Industry Canada, the 
Canada Deposit Insurance Corporation and Canada Revenue Agency to ensure fees 
and/or rates are reasonable. 
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Dispute Resolution Mechanism 


There is no formal dispute resolution mechanism in place related to OSFI’s external 
charging. It is anticipated that such a process will be established during 2004 and will be 
based on a process that OSFI has already established for late and erroneous filing 
penalties that it has authority to impose. 


Further information on External Charging can be found at the following web site: 


http://canadagazette.gc.ca/partH/2003/20030827/html/sor291-e.html 


Regulatory Initiatives 


OSFI develops proposals for new regulations or changes to existing regulations consistent 
with its mandate. The Minister of Finance, based on advice from OSFI, can recommend 
regulatory changes to the Governor in Council, who ultimately approves regulatory 
changes. 


The following table provides a summary of the performance of OSFI’s Regulatory 
Initiatives as outlined in the 2003-04 RPP as well as additional items that were not 
anticipated at the time the RPP was written (indicated by “NEW”’.) 


Legislative 
Acts and/or 
Regulations 
Administrative 
Monetary 
Penalties 
(OSFI) 
Regulations 


Pension 
Benefits 
Standards 

Regulations, 
1985 
Classes of 
Insurance — 
Schedule 


The regulations will implement an 
administrative monetary penalties 
regime pursuant to which the 
Superintendent could impose a penalty 
in respect of specific violations of the 
federal financial institutions statutes. 

In addition, to consolidate OSFI’s 
penalties regime, the Filing Penalties 
(OSFI) Regulations will be subsumed 
into these regulations and will be 
repealed concurrently with the coming 
into force of these regulations. 


The schedule to the Insurance 
Companies Act is being revised to 
reduce the current number of 
insurance classes and to form the 
basis for federal class definitions to be 
harmonized with most provincial and 
territorial definitions. 


Purpose of regulatory initiative 


ected results 


The administrative monetary penalties 
regime is intended to encourage federally 
regulated financial institutions to comply 
with their governing statute. By 
encouraging compliance, the regime will 
assist OSFI in pursuing its mandate of 
protecting the rights and interests of 
depositors, policyholders and creditors of 
EREIs. 


OSFI is proposing amendments to the 

Pension Benefits Standards Regulations, 
1985 to improve pension plan funding for 
federally regulated private pension plans. 


The number of insurance classes will be 
reduced from over 50 classes used by 
federal, provincial and territorial 
jurisdictions to 17 harmonized classes. 
Also, class definitions will be harmonized. 
Harmonized classes will reduce the 
administrative burden and cost to 
insurers. 


Results achieved 

OSFI has conducted industry 
consultations and is preparing draft 
regulations. Concurrently, OSFI is 


developing procedures for 
administering the penalties. 


Further policy development and 
consultation is to take place before 
proceeding with the proposed 
amendments to the Regulations. 


Implementation delayed due to 
ongoing consultations on a draft 
Schedule. 


Further progress is dependent upon 
development of financial institutions 
legislation in the Province of 
Quebec. 
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Legislative 
Acts and/or 
Regulations 
Service 
Charges 
(OSFI) 
Regulations 


Purpose of regulatory initiative 

The Regulations are being amended to 
increase the service charges over two 
years: by 30% in year one (2003) and 
30% in year two (2004), not 
compounded. 


Form of Proxy 


Expected results 

The user pay scheme is intended to 
result in a more equitable method of 
recovering OSFI’s costs by charging 


specific users for services rendered. It is 


also expected to result ina 
corresponding decrease in base annual 
assessments to the industry. 


Results achieved 


The regulations came into force on 
August 13, 2003. Funds received 
from service charges for fiscal year 
2003 resulted in a decrease in base 
assessments to the industry of 
approximately $2.5 million. The 
initial 30% increase, which applied 
to applications received as of 
August 13, 2003, accounted for 
approximately $350,000 of the 
decrease in assessments. 


OSFI is recommending amendments to 
current regulation to update outdated 
references to the CBCA and CBCA 
Regulations. 

OSFI is recommending amendments to 
current regulation with respect to the 
exemption granted to insiders regarding 
filing requirements set out in the Bank 
Act. 


The assessments are intended to reflect 


the actual cost of supervising such 


entities and to distribute those costs in an 


equitable manner. 


The regulations will assist Air Canada in 
its efforts to restructure its operations 
under the Companies’ Creditors 


Arrangement Act (CCAA) by reducing the 


company’s annual pension funding 
payments. 


Regulations 

Insider 

Reports 

Exemptions 

(OSFI 

Regulations 

NEW - The regulations will prescribe the 

Holding extent and manner in which the 

Companies Superintendent may assess bank 

Assessment holding companies and insurance 

Regulations holding companies. 

NEW - Air The regulations will, subject to certain 

Canada terms and conditions, allow Air 

Pension Plan | Canada to fund the solvency 

Solvency deficiencies in its private defined 

Deficiency benefit pension plans over a period of 

Funding ten years rather than the maximum 

Regulations five years permitted under current 
= pension regulations. 

NEW - These regulations will allow OSFI to 

Alternative publish its annual list of 9-year 

Means of ‘dormant’ deposit accounts on the 

Publication Internet instead of in the Canada 

Regulations Gazette. 


Office of the Superintendent of Financial Institutions 


“J 


The regulations will ensure better access 


to the dormant deposit information and 
reduce OSFI's publishing costs by 
approximately $100,000 per year, which 


is expected to positively impact the value 


of assessments to the industry. 
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Responsibility for these updates was 
transferred to the Department of 
Finance. 


Came into force on May 29, 2003. 
The Regulations were amended as 
the original wording did not reflect 
the intended policy, which was to 
reduce the regulatory overlap and 
provide banks and OSFI with the 
opportunity to realize cost savings. 


OSFI is currently developing the 
assessment framework. 


Air Canada Pension Plan Solvency 
Deficiency Funding Regulation 
adopted. Regulations were 
published in the Canada Gazette, 
Part Il, on August 25, 2004. 


Progress is ongoing on the 
development of these regulations. 
OSFI is currently studying methods 
for internally processing the 
information electronically. OSFI is 
also considering recommending 
changes to the Bank Act that would 
remove the publication requirement. 


—eEoO7~Ore 


Legislative 
Acts and/or 
Regulations 


NEW - Assets 
(Foreign 
Companies) 
Regulations 


OSFI is proposing amendments to the 
Regulations to change the asset 
valuation basis to book value in the 
calculation of foreign life insurance 
companies’ vested assets in Canada 
(referred to as Total Adequacy of 
Assets Margin or TAAM). Currently, 
the valuation basis consists of the 
greater of market or book value. 


Purpose of regulatory initiative Expected results Results achieved 


By changing the valuation method for 
vested assets to book value, the 
regulations will ensure a consistent 
approach to valuing insurance liabilities 
in Canada and the assets that support 
them. Currently, the industry standard 
takes into account the book value of 
assets in valuing actuarial liabilities. This 
will result in less volatility in the TAAM 
ratios, which is desirable from a 
prudential perspective. 


NEW - 
Exclusion 
from List of 
Subsidiaries 
Regulations 


The regulations will permit federally 
regulated financial institutions to omit 
certain subsidiaries from the list of 
subsidiaries that federal financial 
institutions statutes currently require 
them to submit with their annual 
statements. 


NEW - The amendment to the Regulations 
Investment would exempt banks and bank holding 
Limits (Banks | companies with equity of less than $5 
and BHCs) billion but more than $1 billion 
Regulations (medium banks and BHCs) that are 
widely held from the limits on investing 
in equities and real property. 
NEW - Void The regulations would implement a 
Amendment provision in the Pension Benefits 
Regulations Standards Act, 1985 that would, 


unless the Superintendent authorizes 
the amendment, void any amendment 
to a pension plan if the solvency ratio 
of the plan falls below the prescribed 
ratio. This would prevent significantly 
under-funded plans from implementing 
benefit improvements if those 
improvements would further reduce 
the plan’s funded position. 


Travel Policies 


The regulations will allow federally 
regulated financial institutions to prepare 
the list in a manner that is more 
consistent with requirements under 
provincial securities legislation, thereby 
reducing regulatory burden. 


The amendment would make it possible 
for widely held medium banks and BHCs 
to increase their investments in equities 
or real property beyond the investment 
limits. It would allow these banks and 
BHCs to hedge risks associated with 
certain investment products in a more 
cost effective manner. As a result of the 
amendment, widely held medium banks 
and BHCs would be permitted to 
compete more effectively while only 
taking on a reasonable degree of risk. 


The regulations were pre-published 
in the Canada Gazette, Part | on 
October 11, 2003. During pre- 
publication, OSFI received 
comments requesting additional 
changes to the Regulations 
pertaining to assets held in foreign 
depositories and non-vested assets 
under the control of the chief agent. 
OSFI is currently reviewing these 
comments. 

Progress is ongoing on the 
development of this regulation. An 
outstanding issue is to develop a 
basis for determining which 
subsidiaries may be omitted from 
the list, given inconsistencies in 
financial reporting with respect to 
international GAAP versus 
Canadian GAAP. 

OSFI has conducted industry 
consultations and is preparing draft 
regulations. 


The regulations are expected to reduce 
the risk that under-funding of private, 
defined benefit private pension plans 
could lead to less than full pay-out of 
promised benefits. 


OSFI is conducting industry 
consultations on this regulatory 


proposal. 


OSFI is a separate employer. In order to meet the requirements of its mandate, OSFI has 
elected to implement a travel policy specifically for OSFI. The OSFI policy is virtually 
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identical to the Treasury Board Secretariat policy with the exceptions noted below. This 
exception is currently under review. 


TRAVEL POLICIES 


Department / Agency: The Office of the Superintendent of Financial Institutions 


Policy that Differs from What is/are the principle 
TBS Policy difference(s)? 


1. Business Class TBS Guidelines allow for Business 
airfare for specific Class travel for trips exceeding 9 
situations (i) hours. OSFI’s threshold is 5 hours. 


What are the financial implications of the 
difference(s)? 


For 2003-04, the estimated net cost of this policy 
is approximately $50K, based on 33 trips at an 
average additional cost of $1,500/trip. 


(i) Executives may use Business Class if the flight is over 3 hours. Non-executives may 
be authorized to upgrade to Business/Executive Class air travel in accordance with 
the following principles: 


a) when the employer requires the employee to travel on a continuous flight of five or 
more hours, 

b) when the employee has a physical disability that cannot be accommodated in 
regular economy class, 

c) when this is the lowest available fare, 

d) in exceptional cases such as security or where the OSFI employee is travelling with 
an external business client who was already booked on the higher class flight. 


OSFI effectively monitors its travel costs through communications with all staff, directed 
communications on policies which are not clear, direct communications with managers 
on travel claim issues, monitoring to budget, and semi-annual detailed analysis of travel 
expenses. 
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ANNEX A — FINANCIAL TABLES 


This section presents a number of financial tables that detail OSFI’s Expenditures and 
Revenues for 2003-04. Tables 1-3 are provided in accordance with Treasury Board 
requirements. The remaining tables offer additional information on Revenues and 
Statutory Payments. 


Background 


OSFI recovers its costs from several revenue sources. Costs for risk assessment and 
intervention (supervision), approvals and rule making are charged to the financial 
institutions and private pension plans that OSFI regulates and supervises. 


The amount charged to individual institutions for OSFI’s main activities of supervision, 
approvals and rule making is determined in several ways. In general, the system is 
designed to allocate costs based on the approximate amount of time spent supervising and 
regulating institutions. As a result, well-managed, lower-risk institutions and those with 
fewer approvals bear a smaller share of OSFI’s costs. 


Specific user fees cover costs for certain approvals. Problem (staged) institutions are 
assessed a surcharge approximating the extra supervision resources required. 


OSFI also receives revenues for cost-recovered services. These include revenues from 
the Canadian International Development Agency (CIDA) for international assistance, 
revenues from provinces for whom OSFI does supervision on contract, and revenues 
from other federal agencies for whom OSFI provides administrative support. Starting in 
2002-03, cost-recovered services revenue also included amounts charged separately to 
major banks for the implementation of the internal ratings-based approach of the New 
Basel Capital Accord. 


The remainder of costs of risk assessment and intervention, approvals and rule making 
are recovered through base assessments against institutions and private pension plans fees 
according to various formulae. In 2003-04, OSFI also received a non-recurring 
parliamentary appropriation that was applied to activities consistent with the government- 
wide Modern Comptrollership initiative. 


Effective 2002-03, OSFI began collecting late and erroneous filing penalties from 
financial institutions that submit late and/or erroneous financial and non-financial returns. 
These penalties are billed quarterly, collected and remitted to the Consolidated Revenue 
Fund. By regulation, OSFI cannot use these funds, which are recorded as non- 
respendable revenue, to reduce the amount that it assesses the industry in respect of its 
operating costs. 


The Office of the Chief Actuary is funded by fees charged for actuarial services and by a 
parliamentary appropriation. 


Overall, OSFI fully recovered all its expenses for the fiscal year 2003-04 based on the 
recording of all its revenues and expenses on a full accrual accounting basis according to 
Canadian Generally Accepted Accounting Principles (GAAP). The following gives 
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details on OSFI’s spending compared to plan as detailed in the 2003-04 RPP. Further 
details on OSFI’s finances are detailed in OSFI’s Audited Financial Statements which are 
included in our Annual Report. The report can be accessed using the following link: 


http://www.osfi-bsif.gc.ca/eng/about/reports/index.asp 


Appropriations 


The table, below, summarizes Parliament’s voted appropriations, or funds, to OSFI. 
OSFI receives an annual parliamentary appropriation pursuant to section 16 of the OSFI 
Act to support its mandate relating to the Office of the Chief Actuary. In this fiscal year, 
OSFI was granted $926 thousand (2003: $707 thousand) composed of a $712 thousand 
parliamentary appropriation to defray the expenses associated with the provision of 
services by the Office of the Chief Actuary (2003: $707 thousand) and a non-recurring 
appropriation of $214 thousand (2003: Nil) to be applied to activities consistent with the 
Government Modern Comptrollership initiative. Please note that appropriations are 
calculated using a modified cash basis of accounting rather than full accrual accounting. 
This difference will give rise to variances between OSFI’s use of funds and appropriated 
funds. 


Table 1: Summary of Voted Appropriations 


Financial Requirements by Authority ($ Thousands) 


2003-04 
Total Planned 


Spending (per 2003- 
Vote 04 RPP) Total Authorities 


Office of the Superintendent 
of Financial Institutions 
35 Operating Expenditures 712 926 


Total ite 926 


Total Actual 
Spending 


Spending 


OSFI has two business lines: (1) Regulation and Supervision of Financial Institutions 
and Private Pension Plans, and (2) Actuarial and Other Services to the Government of 
Canada. The table below shows a comparison of OSFI’s actual versus planned spending 
by business line. 


The actual spending for the business line (1) Regulation and Supervision of Financial 
Institutions and Private Pension Plans business line was over the plan by $3,820 thousand 
as a result of two main factors: accounts receivable and higher capital expenditures. 
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The accounts receivable outstanding at year-end were higher than anticipated, thereby 
resulting in OSFI’s greater use of funds. The accounts were collected in the following 


fiscal year. 


The capital spending was higher due to additional information technology projects 
required to support the reengineered business process referred to in section 6 and supports 
the priority “ MAINTAIN THE RESOURCES AND INFRASTRUCTURE NECESSARY TO 


SUPPORT SUPERVISORY AND REGULATORY ACTIVITIES”. These projects were approved 


based on valid business cases after the RPP was submitted. 


The actual spending for the business line (2) Actuarial and Other Services to the 


Government of Canada was slightly under plan. 


Table 2: Comparison of Total Planned to Actual Spendin 


2003-04 Planned Versus Actual Spending by Business Line ($ 


Business Line 


(1) Regulation and Supervision 
of Financial Institutions and 
Private Pension Plans 


Planned Spending 


Operating 


64,671 


Capital 


Grants & 


Total Gross 


825 
Authorities 64,885 825 


Actual Spending 


70,099 


2,138 
(2) Actuarial and Other Services 
to the Government of Canada 


. 5,307 4,595 


Planned Spending Zi ee OY 

Authorities oe We 

Actual Spending 25 3,776 
Total Planned Spending 477 69,978 
Total Authorities 70,192 825 
Total Actual Spending 461 73,875 2,142 


Other Revenues and Expenditures 


Non-respendable Revenues 
(Total Authorities) 
(Actuals Revenues) 


Cost of Services Provided by Other Departments 
(Total Authorities) 

(Actual Costs) 

Net Cost of the Program 

(Total Authorities) 

(Actuals) 


Thousands ) 
Less: 


Respendable 


Contributions | Expenditures Revenues Expenditures 


Total Net 


- 65,496 65,496 
SEES 
- 65,710 65,496 


[are 3a0| 
[70 | rao" 
Sd 
rd 


4,346 
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Historical Spending 


The table, below, provides a historical comparison of OSFI’s spending. As revenue is 
recorded based on the amounts of money received from bills paid, rather than the amount 
that was actually billed, every year OSFI’s actual spending is higher than planned mainly 
due to the amounts owing for uncollected receivables. 


Table 3: Historical Comparison of Total Planned Spending to Actual Spendin 


Historical Comparison of Planned Versus Actual Spending by Business Line ($ Thousands) 
Total Planned Total Total Actual 
Business Line Actual Actual Spending Authorities Spending 
(1) Regulation and Supervision 1,704 8,366 214 3,820 
of Financial Institutions and 
Private Pension Plans 
(2) Actuarial and Other 712 
712 


Services to the Government of 
| 926] 4.498 
The table, below, identifies revenues received by OSFI from sources both internal and 


Canada 
external to the government by business line. 


Total Spending 


Revenues 


For 2003-04, OSFI’s total revenues were $71,729 thousand, including non-respendable 
revenue of $211 thousand for the collection of Late and Erroneous Filing Penalties’. The 
respendable revenue is comprised of asset-based industry assessments and User Fees 
revenue for specific services related to Regulatory Approvals. For more details the User 
Fees, refer to Section 7, External Charging. 


* On April 1, 2002 OSFI’s filing penalty regulations came into force in accordance with the OSFI Act. 
Penalties are levied quarterly to financial institutions when they submit late and/or erroneous financial and 
non-financial returns due to OSFI during the preceding calendar quarter. Penalties levied by OSFI are 
non-respendable and are to be remitted to the Consolidated Revenue Fund. The funds are not available to 
OSFI and are not included in the balance of the Cash Entitlement account on the Statement of Financial 
Position (See Annual Report - http://www.osfi-bsif.gc.ca/eng/about/reports/index.asp). As a result, the 
penalties do not reduce the amount that OSFI assesses the industry in respect of its operating costs. 
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Table 4: Revenues: Respendable and Non-respendable 


Revenues by Business Line ($ Thousands) 
2001-02 2002-03 2003-04 
Planned Total 
Actual Actual Revenues Authorities Actual 
Respendable Revenues 
(1) Regulation and Supervision of 60,621 65,496 68,417 
Financial Institutions and Private 
Pension Plans 
(2) Actuarial and Other Services 2,805 2,908 4,595 4,595 3,101 
to the Government of Canada 
Subtotal 63,426 62,734 70,091 70,091 71,518 
Unplanned 0 0 0 0 0 
Total Respendable Revenues 63,426 62,734 70,091 70,091 71,518 
Non-Respendable Revenues 
(1) Regulation and Supervision of 0 710 0 0 211 
Financial Institutions and Private 
Pension Plans 
(2) Actuarial and Other Services 0 0 0 0 0 
to the Government of Canada 
Subtotal 0 710 0 0 211 J 
Unplanned 0 0 0 0 0 
Total Non-Respendable Revenues 0 710 0 0 DAA 
Total Revenues 63,426 63,444 70,091 70,091 71,729 


Statutory Payments 


Employee Benefit Contributions are the only statutory payments that are made by OSFI. 
The table, below, outlines the statutory payments made by OSFI over the last three years. 
The benefit contributions are calculated using a rate set by the Treasury Board 


Secretariat. The information below reflects the stabilizing of OSFI’s headcount. 


Table 5: Statutory Payments (Employee Benefit Contributions) 


Statutory Payments by Business Lines ($ Thousands) 


Business Line 


(1) Regulation and Supervision of Financial 
Institutions and Private Pension Plans 


(2) Actuarial and Other Services to the 


Government of Canada 


Total Statutory Payments 


2001-02 2002-03 2003-04 
Planned Total 
Actual Actual Spending | Authorities 
9,900 10,389 10,389 
523 563 563 
10,423 10,952 10,952 


Actual 
9,479 


494 


9,973 
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ANNEX B —- SERVICE CHARGES 


Service Charges 
(effective August 13, 2004) 
SCHEDULE 1 


Act Reference 


Trust and Cooperative 
Loan Insurance | Credit 

Short-form Description of Companies }|Companies | Associations 

Document or Service* Bank Act Act 

Letters patent of Z 21 

poration 671 

Letters patent of 33 al 

continuance 682 

Order permitting a foreign | 524(1) N/A 

bank to carry on business 

in Canada 


Order approving the 
insuring in Canada of 
risks by a foreign body 


Letters patent of 
amalgamation 


Approval of an agreement 
respecting the sale of all 
or substantially all assets 


Approval of the 
acquisition or increase of 
a significant interest 


Approval of a purchase, 
reinsurance or transfer of 
policies, a reinsurance 
against risks undertaken 
by the company, or a sale 
of assets 
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Column | 


Short-form Description of 


Item | Document or Service* Bank Act 


Approval of the 
acquisition of control of, 
or the acquisition or 

increase of a substantial 
investment in, an enti 


= 


— ht — — 
TS, ={ 


Approval to retain control 
of, or to continue to hold a 
substantial investment in, 
an entity for longer than 
90 days 


471(4) 


933(3) 


Permission to retain 
control of, or to hold a 
substantial investment in, 
an entity for an 
indeterminate period 


471(5) 
933(4) 


N 


Approval, for an 
indeterminate period, to 
retain control of, or to 
hold a substantial 
investment in, an entity 
that was acquired by way 
of a loan workout or 
realization of a security 
interest 


472(7) 
473(5) 
522.15(3) 
934(6) 
935(4) 


oS) 


Order increasing the 
aggregate financial 
exposure limit 


495.2(3) 


—" 


Order exempting a foreign | 509(1) 
bank from certain 

provisions of Part XII of 

the Bank Act 


522.14(4) 


Column 2 


Act Reference 


Trust and Cooperative 

Loan Insurance | Credit 
Companies | Associations Charge 
Act Act ($) 


453(5) 390(5) 8,000 

453(6) 390(6) 

: 

456(5) 498(5) 393(5) 8,000 
974(4) 


457(7) 
458(5) 


483.2(3) 1528.23) |N/A 
N/A 


8,000 


8,000 


8,000 


15. | Order approving a foreign | 522.22 
bank or an entity 

associated with a foreign 

bank to carry out any 

activity described in 

section 522.22 of the 

Bank Act 


8,000 


i pa p 
N/A N/A N/A 
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Act Reference 


Cooperative 

Credit 
Short-form Description of ies | Associations 
Document or Service* Bank Act Act Act 


osm fot hen fu 
Authorization for the 599 
release of assets in 
Canada 
Exemption from the 245 (with 268 (with 
requirement to maintain | modification modificatio 
and process information __|s required, ns required, 
or data in Canada as the case as the case 


may be, 
under 
section 
649) 
876 


may be, 
under 
section 598) 
822 


Approval of the creation 
of a security interest 


Approval of a time period | 471(1) 456(1) 498(1) 
to do all things necessary |471(2) 456(2) 498(2) 
to relinquish control of, or | 522.14(2) ooh) 
a substantial investment | 933(1) don(2) 
in, an entity or to 974(1) 
relinquish an increase to a 

substantial investment in 

an entit 


Approval to maintain a 
representative office of a 
foreign bank 


Approval of a declaration | 79(5) 82(5) 
of dividend in excess of 
net income 
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Act Reference 


Cooperative 
Insurance | Credit 
Short-form Description of ies | Companies | Associations 
Document or Service* Bank Act Act 


453 
542.03 
Approval of transactions |487(2)(e) 519(2)(f) 
that are part of the 
restructuring of a bank 
holding company or of an 
insurance holding 
company or any entity 
controlled by such a 
company and to which 
self-dealing provisions 
will not appl 


Letters patent of 
dissolution 


modification 
s required, 

as the case 
may be, 
under 
section 869) 


Approval to return 
amounts transferred from 
ated fund account 


347 

349 
Approval of asset 494(3) 482(3) S273) 418(3) 
transactions with a related | 494(4) 482(4) 527(4) 418(3.1) 
party or of arrangements 
applying to such 
transactions 


Short-term exemption OTA 
order 


Letters patent of, or 39.2 38(1) 39(1) 
approval of, continuance | 689 726 
or amalgamation under 

any other Act of 

Parliament or any Act of 

the legislature of a 

province 
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a Column | 


Act Reference 


Trust and Cooperative 
Loan Insurance | Credit 
Short-form Description of Companies ies | Associations 
Document or Service* Bank Act A Act 
Consent for purchase or |71 
redemption of shares or |715 
membership shares 
Approval of special ihe 
resolution for reduction of | 718 
stated capital 


ct 

74 
78 

Approval of the making |N/A 462 

or acquisition of 

commercial loans, or the 

acquisition of control of 

an entity that holds 

commercial loans, if the 

total value of commercial 

loans held exceeds the 

specified limit 
58 
68 
83 


Approval of amendment | 217(3) (with | 222(3) 238(3) 

to by-laws to change modification 544.1 

name Ss required, 851(3) 
as the case 

Variation of an order 

approving the 

commencement and 

carrying on of business of 

a body corporate or 

approving the insuring in 

Canada of risks by a 

foreign body co 


Approval for the issuance 
of shares or other 
securities in consideration 
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Act Reference 


Cooperative 
Insurance | Credit 
Short-form Description of ies | Associations 
Document or Service* Bank Act Act 


Approval to amend an 215 (with 

incorporating instrument | modification 
s required, 
as the case 
may be, 
under 
section 


Extension of the deadline 393(3) 
to do all things necessary 394(4) 
to relinquish control of, or 395(4) 
a substantial investment 

in, an entity or to 

relinquish an increase to a 

substantial investment in 

an entity 


Approval of an 
acquisition or a transfer of 
assets in excess of 10% of 
the total value of assets 


Exemption from 
requirement to provide 
financial statements for 
non-bank affiliates 


Approval of an 
acquisition or a transfer of 
assets in excess of 5% of 
the total value of assets 
from a related party that is 
not a federal financial 
institution 


Reservation of a name 


Approval to be reinsured 
by a related party that is 
not a company or foreign 
company 
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Act Reference 


Trust and Cooperative 
Loan Insurance’ | Credit 


Short-form Description of Companies |Companies | Associations 
Document or Service* Bank Act Act Act Act 


Approval of a deposit 582 N/A 
agreement or of a trust 

deed to maintain assets in 

Canada 


* The short-form descriptions set out under Column | are provided in order to facilitate 
the use of these Regulations. In the case of any discrepancy, the statutory provisions shall 
prevail over the short-form descriptions. 
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SCHEDULE 2 


eh 
to the quality of capital 6,400 + GST 


Accreditation of a provincial re-insurer 4,000 


4,000 + GST 
4,000 + GST 


Approval of an amendment to an approved asset-to-capital multiple or 3,200 + GST 
borrowing multiple 


Approval of the issuance of subordinated debt to a parent 3,200 4.Ge hk 


Consent for purchase or redemption of securities other than shares 3,200, GST 
Approval of a reinsurance trust agreement or of an amendment to a 800 
reinsurance trust agreement 

Approval of a letter of credit in lieu of assets 800 


Copies of any one of the following corporate documents (per request and | 160 for up to 20 copies plus 
per body corporate): 5 for each additional copy 


(a) acertificate of confirmation; 


(b) acertified copy of letters patent or of incorporation or amalgamation 
documents; and 


(c) 
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ANNEX C —- OTHER INFORMATION 


Acts, Legislation and Regulations 


Information on the Acts, Legislation and Regulations administered by or impacting OSFI 
can be found at the following web site. 


http://www.osfi-bsif.gc.ca/eng/how/regulations/index.asp 


Reference 


Office of the Superintendent of Financial Institutions Canada 
255 Albert Street 

16th Floor 

Ottawa, Ontario 

K1A 0H2 


Telephone: (613) 990-7788 
Fax: (613) 990-5591 
Web Site: www.osfi-bsif.gc.ca 


Publications available: 


Please see OSFI Web Site www.osfi-bsif.gc.ca for details. 
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